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This thesis investigates the apphcation and implications of supply chain 
management as a modern management tool in the ftmctioning of Rythu Bazaars, 
the farmers markets started by the Andhra Pradesh Government in 1999. India 
with a population of 1.2 billion has a huge demand of vegetables and food grains. 
The burgeoning middle class with substantial income growth has resulted in an 
additional demand of 2.5 metric ton of food grains annually. Further the 
increasing inclination towards fresh vegetables with nutritional concerns as well 
as security and food safety concerns have increased the interest in fresh locally 
grown vegetables. This increasing demand for fresh agricultural produce gives an 
. • I. 
opportunity for smalj ifarmers to increase their individual returns, provided the 
means is made knowiHo ti^m. 
This thesis attempts to look for answers to questions on whether the fanners and 
consumers have benefited with the introduction of Rythu Bazaars in Andhra 
Pradesh and what process improvement should be done so that both farmers and 
consumers get more advantages from Rythu Bazaars. In doing so, this research 
also attempts to study whether there are any relations between demographic 
factors and likings for places for purchasing vegetables. The results of this study 
identify consumer characteristics that influence demand of vegetables and 
consequently the farmers' returns from operating at these Rythu Bazaars. The 
study proposes a supply chain model that attempts to address the existing 
inefficiencies in the system. 
The literature integrates the concepts of the functioning of farmers' markets and 
consumer preference, elsewhere in the world. Whilst most research (especially in 
the west) has focused on finding the reasons behind consumers' preferences of 
purchasing vegetables from farmers' markets, but what has not been studied is the 
process improvement from the supply chain point of view- something that will 
have the potential to impact the earnings of the farmer. That is being addressed in 
this study. The studies done in the west points out to factors that affect shopping at 
these markets. They have indicated that quality and value are among the most 
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important attributes when purchasing produce and they perceive farmers' market 
produce to be fresher looking, fresher tasting, higher-quality, more reasonably 
priced and as such better value for the money, more likely to be grown in their 
country, more likely to be locally grown, more likely to be good for the 
environment, and more likely to be traceable to the processor and grower when 
compared to supermarket produce and also have found that that the number of 
older, high income, high educated consumers is on the rise in these markets. 
This thesis on the other hand seeks to understand, integrate, evaluate and find other 
options to improve conditions in Rythu Bazaars, and is therefore a comprehensive 
attempt to look at improving the functioning of these markets from all the 
stakeholders' point of view. There is no literature which adopts this kind of an 
approach and implications for supply chain management with respect to this region, 
and hence this can be taken up for further research and possible implementations in 
other farmers' markets of India. 
CONTENTS OF THE THESIS 
This thesis is organized into nine (9) chapters. Chapter 1 (Introduction) traces the 
journey from logistics to supply chain and looks at the importance of logistics in the 
management of flow of goods, information and other resources, including energy and 
people, between the point of origin and the point of consumption in order to meet the 
requirements of consumers. It also describes how logistics as a channel of the supply 
chain adds the value of place, time, and quantity utility. Also highlighting is the 
evolution of Supply Chain Manag(;^ ment that became more prominent during the 
1990s and how it has been playing a pivotal role in making organizations competitive 
in this era of global marketplace by viewing it as a channel for the efficient and 
effective flow of goods and services from the supplier's suppliers through various 
intermediaries to the customer's customer. The chapter then looks at the push pull 
strategy and talks about the understanding of why and how push and pull systems, or 
a combination of them, work and its importance in the design of supply chains. 
The chapter then moves on to study the supply chain in grocery market/food marlcet in 
the global context and also the agricultural supply chain in the Indian context. The 
chapter also delves into the wholesale markets in India and looks at how sale of 
agricultural goods in India is being done through middlemen, traders - wholesalers 
and retailers, cooperatives etc. This has forced governments in many states to 
encourage direct marketing by farmers by eliminating the middlemen. A need is felt 
for providing better infrastructure to farmers to facilitate marketing their own 
produce. The marketing mechanisms dominated by these middlemen have over the 
years prevented millions of farmers from getting satisfactory remunerative prices of 
their produce forget reaping the benefits of their hard work. The chapter ends with 
justifying the need for this study. 
Chapter 2 covers the entire Literature Review. The papers can be broadly categorized 
into three major categories: (i) Studies done on farmers' markets in other parts of the 
world viz., US, UK, South Africa, Japan etc., (ii) Issues related to support extended to 
small farmers in India including earlier studies done on Rythu Bazaars, and (iii) 
Studies on agri-marketing and agri-food supply chains. The chapter concludes with an 
analysis of the gap existing thereby setting the tone for the requirement of this 
research. 
Chapter 3 talks about the Research Methodology, and the central purpose of this 
chapter is to define the research problems and to provide the core methodological 
review undertaken in this research and a framework for analysis. Methodology 
plays a very important role in any research work. The effectiveness of a research 
work depends entirely on the correctness of selecting of research method. It is the 
plan which incorporates the whole of the procedure that has been followed to 
carry out the research work. The methodology is comprised of qualitative and 
quantitative techniques to achieve the research goal and objectives. 
The research questions that this thesis seeks to answer are to statistically find out 
if the farmers and the consumers have benefitted from Rythu Bazaars, to see if 
there are any deficiencies existing in the system which if addressed will have the 
potential to further benefit the farmers, what more needs be done so the farmers 
and consumers both will get more advantages from these markets, and to see if 
there is a possibility of identifying and adopting a model that if implemented 
could result in benefitting the existing stakeholders, especially the farmers with 
respect to a potential increase in their earnings. This chapter further explains the 
objective behind this study, the Research Methodology adopted for the study, the 
research design and tools for analysis. The chapter ends with a mention of the 
limitations of the study. 
Chapter 4 titled 'Rythu Bazaar - The Case Study' talks about how Rythu Bazaar, the 
farmers' market, a social initiative was started by Chandrababu Naidu in 1999, when 
he was the Chief Minister of the state of Andhra Pradesh. The principal objective of 
Rythu Bazaar is to help farmers bring and sell their produce without the involvement 
of any middleman or marketing intermediary. This chapter traces the genesis of Rythu 
Bazaars, looks at Andhra Pradesh the second largest producer of fruits, vegetables and 
flowers in the Country and the 5* largest state in the Indian Union both in terms of 
geographical area and population which despite all these have faced major concerns 
with large number of farmer suicides mainly because of the debt trap they have fallen 
into. One of the primary reasons for this being the existence of middlemen at various 
levels between the farmer and the consumer who exploit both farmers and consumers 
through malpractices in weighing, handling and payments. This has resulted in the 
farmers' share in the consumers' rupee at an estimated 40 paise only, something 
which Rythu Bazaars were established to address. 
This chapter also looks at how Rythu Bazaars are different from the conventional 
farmers markets of the west. Also highlighted is the current supply chain of Rythu 
Bazaars, functioning of these markets, revenue and margins for the fanners operating 
at these market yards, and the outreach and potential of Rythu Bazaars. 
Chapter 5 looks at the supply side of the supply chain and hence studies the 
farmers and the administrators (Estate Officers) of Rythu Bazaars. This chapter 
analyzes the data obtained from the farmer's and Estate Officer's survey. There 
are two broad sections of this chapter - the first section reflecting on the issues 
relating to farmers and their perspective of operating in the Rythu Bazaars, with 
the primary objective of finding out whether the farmers have benefitted since 
starting their operations from Rythu Bazaars, the nature of benefits that they have 
received, their level of satisfaction on the assistance that they receive from the 
administration, and also all the issues that they face - both inside and outside 
these markets. The second section presents the summary of the response receive 
from the Estate Officers. It takes a more holistic approach and looks at the various 
administrative supports that Rythu Bazaars had set out to provide and the current 
status. This helps address the deficiencies in the system, if any, so that farmers get 
more advantage from Rythu Bazaars. These have been discussed under the section 
on mechanisms that will help the creation of successfbl model in these markets. 
Seven variables of supply chain have been addressed in this chapter which has 
helped design the proposed supply chain model of Rythu Bazaars. 
Chapter 6 studies the demand side of the supply chain and thus focuses on the 
consumers of Rythu Bazaars. This chapter analyzes the data received from the 
consumers' survey, examining the demographics of the consumers and also 
looking at w^hether consumers have derived any benefits since purchasing 
vegetables from Rythu Bazaars. The chapter also lays the foundation for concrete 
recommendations about the segment that should be targeted for marketing taking 
the demographic profile of the consumers into account. It attempts to explore if 
farmers can get more advantage from Rythu Bazaars by virtue of concentrating on 
a certain segment of consumers that also purchases vegetables from supermarkets 
apart from Rythu Bazaar. This is with the aim of looking at the possibility of 
identifying and adopting a model, which, if implemented could result in 
benefitting the farmers with respect to a potential increase in their earnings. For 
this a logit regression model has been designed to understand the demographic 
profiles of the consumers and based on the findings suggestions have been made 
to target a certain segment for increased sales. 
Chapter 7 studies the various factors that drive both farmers and consumers into 
these markets and use factor analytic techniques to classify and describe 
variability among observed variables in terms of fewer unobserved variables 
called factors. The observed variables are modeled as linear combinations of the 
factors. For this study we have used the principal component analysis where the 
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factors produced are conceptualized as being linear combinations of the variables. 
Factors driving the farmers and consumers to the Rythu Bazaars have been found 
and then with the use of Canonical correlation analysis an attempt has been made 
to see if cross-covariance matrices made sense. Based on this the most important 
driver for both the farmers and the consumers have been found. 
Chapter 8 does a SWOT analysis of Rythu Bazaars. With the findings of this 
research, the researcher studies the strengths and weaknesses of Rythu Bazaars. 
The opportunities and threats of Rythu Bazaars have also been discussed. 
Chapter 9, Conclusions and Recommendations, the final chapter of the thesis is on 
the outcome of this research. This chapter provides a snapshot of the findings 
from the research. The conclusions are drawn from studying the farmers, 
consumers, and the proposed supply chain model. Implications of the research and 
recommendations form the other sections of this chapter. The chapter ends with a 
look at the scope for future research. 
RESEARCH OBJECTIVES 
The present study has the following objectives: 
1. Study the operations of Rythu Bazaars. 
2. Identify the inefficiencies in the existing system. 
3. Recommend suggestions to address the inefficiencies. 
4. Identify the driving forces for farmers for doing business from Rythu 
Bazaars and study their level of satisfaction. 
5. Identify the driving forces for consumers to purchase vegetables from Rythu 
Bazaars vis-a-vis the other marketing channel - the supermarket stores and 
study their level of satisfaction 
Based on the above mentioned objectives, the following hypotheses were formulated 
for the study: 
HI: Income of farmers has not increased since operating in Rythu Bazaars. 
H2: The farmers have not benefitted on account of assurance of fixed income since 
operating from Rythu Bazaars 
H3: The farmers have not benefitted on account of immediate cash realization since 
operating from Rythu Bazaars 
H4: The farmers have not benefitted on account of receiving higher rates of 
vegetables since operating from Rythu Bazaars 
H5: The farmers have not benefitted on account of the location of the bazaars 
H6: The farmers have not benefitted on account of the storage facility of the bazaars 
H7: The consumers did not benefit since purchasing vegetables from Rythu Bazaars 
H8: The consumers have not benefitted on account of the quality of products since 
purchasing vegetables from Rythu Bazaars 
H9: The consumers have not benefitted on account of the variety of products since 
purchasing vegetables from Rythu Bazaars 
HIO: The consumers have not benefitted on account of the price of products since 
purchasing vegetables from Rythu Bazaars 
H l l : The consumers have not benefitted on account of the convenience of purchasing 
vegetables since they started purchasing vegetables from Rythu Bazaars 
H l l : The consumers have not benefitted on account of the consistency of available 
products since they started purchasing vegetables from Rythu Bazaars 
H13: The consumers have not benefitted on account of good service since they started 
purchasing vegetables from Rythu Bazaars 
The research is exploratory in nature. The exploratory research design consists of a 
mix of quantitative and qualitative techniques. The research used structured 
questionnaire to collect primary data. Three different sets of questionnaires were used 
- of formers, consumers and administrators (Estate Officers) of Rythu Bazaars. There 
are in all 96 Rythu Bazaars operating in the state of Andhra Pradesh, This constituted 
the population. Nine (9) Rythu Bazaars were selected primarily based on the 
convenience. The farmers, consumers, and Estate Officers at these select Rythu 
Bazaars formed the population. In all 500 fanners and 370 consumers were selected 
randomly by visiting different Rythu Bazaars on different days. 4 Estate Officers 
responded and the data from their response have been used in this study. Detailed 
interviews were also conducted and secondary sources like journals, books, websites 
etc. referred. 
RESULTS AND RECOMMENDATIONS 
Results 
By using Factor analysis four (4) factors with common themes were identified. They 
are price benefit, infrastructural support, administrative support and transportation 
facilities for the farmers, while for the consumers the factors were quality vegetables, 
price, product availability, and amenities. Using the factors the correlations among 
the factors was derived and it became evident that from customer's end ''Price" at 
which the farmers sell their vegetables, while from the farmers' end ''Administrative 
Support" is the key driver to bring the buyers and sellers into the Rythu Bazaar. 
Since there were two distinctive dependent variables (only Rythu Bazaars and 
Both Rythu Bazaars and Supermarkets) two equations were estimated separately. 
Both equations had the same independent variables, which were age, gender, 
having children in the family, annual family income, and the number of monthly 
visits. Using logit regression it was concluded that consumers with no children in 
the family have a higher propensity to visit supermarkets. The results from the 
ordered logistic regression identified that among the five demographic 
characteristics taken for study, age, children, and annual family income have an 
impact on the consumers' preference towards Rythu Bazaar or both Rythu Bazaar 
and super markets. 
Recommendations 
• As farmers belong to the young group, they can take benefit of the Rythu 
Bazaars for a very long period of time. Every measure should be adopted to 
retain them and therefore their dissatisfaction should be removed, so that they 
do not deflect. 
• Authorities should remove encroachment on approach roads. 
• In all market yards a godown should be constructed for farmers to store their 
non-perishable goods. 
• Construction of cold storage should be considered. Facility of cold storage in 
the market yard will help preserve the perishable vegetables at least for a little 
longer to ensure that farmers receive good price for these produce. This will 
have a positive impact on the earning of the farmers. 
• Dissatisfaction exists with allotment of stalls. Therefore, there is a need to 
educate the farmers about the process of stall allotment so that their 
misgivings are addressed. 
• Estate Officers should ensure that the guidelines are followed for fixing the 
prices of vegetables in consultation with the farmers committee. 
• The number of pick up transport vans should be increased. 
• Proper training should be provided for farmers to operate in Rythu Bazaars. 
• The Andhra Pradesh Directorate of Marketing to focus on both genders to 
increase sale. 
• The Andhra Pradesh Directorate of Marketing should target the educated, high 
income group and should also try to lure the lower income group to Rythu 
Bazaars. 
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• The Andhra Pradesh Directorate of Marketing should concentrate on 
consumers with large family size. 
• The Andhra Pradesh Directorate of Marketing should concentrate on 
consumers with no children in the family as they have a higher propensity to 
visit supermarkets to ensure that they feel more attracted towards Rythu 
Bazaars. 
• USPs like quality, freshness, price, variety, and convenience should be 
publicized to attract more consumers. 
SCOPE FOR FUTURE RESEARCH 
The current research shows both the good practices that are followed with the 
establishment of Rythu Bazaars and also the areas where the authorities need to focus 
in order to increase the benefits of the farmers and the consumers. There are similar 
markets in other states like Uzhavar Santhai in Tamilnadu, Shetkari Bazaars in 
Maharashtra, Krushak Bazaars in Orissa, and Apni Mandi in Punjab and Haryana. 
This study can open up researchers to study these markets and suggest probable ways 
of improving the incomes of the small farmers of these states. By implementing the 
recommendations made in this thesis Rythu Bazaar can become a benchmark for all 
the farmers' markets in India. The other markets can learn from the experience of 
Rythu Bazaars and also look at streamlining their operations in line with the 
operations of the Rythu Bazaars. 
This research has studied the demographic profiles of the consumers of Rythu Bazaars 
and looked at two groups of consumers - those who visit only Rythu Bazaars and 
those who visit both Rythu Bazaars and supermarket stores. There remains the scope 
of studying the demographic characteristics of consumers who shop from only one of 
the other possible alternatives i.e., supermarkets, kirana stores (also selling 
vegetables), vegetable sellers in push carts, apart from Rythu Bazaars, and suggest 
ways to Rythu Bazaar authorities to attract those segments. 
The preference of the consumers towards fresh, good quality vegetables has also been 
touched upon in this research. It has been observed that consumer preferences keep on 
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changing with times. Further research can be undertaken to study consumer 
preferences towards food with specific reference to vegetables and study its economic 
impact on these markets. 
There is also a scope to study farmers markets with respect to the macro-economic 
parameters of the country. Research can be done to find reasons for farmers markets 
to be successful in a growing economy like India, where both farmers and consumers 
are getting increased opportunities of selling and purchasing vegetables? 
A Supply Chain Model for Rythu Bazaars has been proposed in this research. 
Extending the model further, researchers may try to look at ways of measuring the 
performance of the proposed supply chain. 
Though the current research has suggested improvements in the Rythu Bazaar 
Information System, there is an opportunity for further research on using social 
marketing tools with specific reference to farmers markets in India. 
Further, Rythu Bazaars provide a unique platform for social interaction, which other 
farmers are generally deprived of Researchers from the area of sociology may study 
the social implications of Rythu Bazaars. 
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EXECUTIVE SUMMARY 
This thesis investigates the appHcation and implications of supply chain 
management as a modem management tool in the functioning of Rythu Bazaars, the 
farmers markets started by the Andhra Pradesh Government in 1999. India with a 
population of 1.2 billion has a huge demand of vegetables and food grains. The 
burgeoning middle class with substantial income growth has resulted in an 
additional demand of 2.5 metric ton of food grains annually. Further the increasing 
inclination towards fresh vegetables with nutritional concerns as well as security 
and food safety concerns have increased the interest in fresh locally grown 
vegetables. This increasing demand for fresh agricultural produce gives an 
opportunity for small farmers to increase their individual returns, provided the 
means is made known to them. 
This thesis attempts to look for answers to questions on whether the farmers and 
consumers have benefited with the introduction of Rythu Bazaars in Andhra 
Pradesh and what process improvement should be done so that both farmers and 
consumers get more advantages from Rythu Bazaars. In doing so, this research also 
attempts to study whether there are any relations between demographic factors and 
likings for places for purchasing vegetables. The results of this study identify 
consumer characteristics that influence demand of vegetables and consequently the 
farmers' returns from operating at these Rythu Bazaars. The study proposes a 
supply chain model that attempts to address the existing inefficiencies in the 
system. 
IV 
The literature integrates the concepts of the functioning of farmers' markets and 
consumer preference, elsewhere in the world. Whilst most research (especially in 
the west) has focused on finding the reasons behind consumers' preferences of 
purchasing vegetables from farmers' markets, but what has not been studied is the 
process improvement from the supply chain point of view- something that will have 
the potential to impact the earnings of the farmer. That is being addressed in this 
study. The studies done in the west points out to factors that affect shopping at 
these markets. They have indicated that quality and value are among the most 
important attributes when purchasing produce and they perceive farmers' market 
produce to be fresher looking, fresher tasting, higher-quality, more reasonably 
priced and as such better value for the money, more likely to be grown in their 
country, more likely to be locally grown, more likely to be good for the 
environment, and more likely to be traceable to the processor and grower when 
compared to supermarket produce and also have found that that the number of 
older, high income, high educated consumers is on the rise in these markets. 
This thesis on the other hand seeks to understand, integrate, evaluate and find other 
options to improve conditions in Rythu Bazaars, and is therefore a comprehensive 
attempt to look at improving the functioning of these markets from all the stakeholders' 
point of view. There is no literature which adopts this kind of an approach and 
implications for supply chain management with respect to this region, and hence this 
can be taken up for further research and possible implementations in other farmers' 
markets of India. 
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THE STRUCTURE OF THE THESIS 
This thesis is organized into nine (9) chapters and is presented according to the 
following diagram. 
Chapter 5 
Farmer's and Estate Officer's 
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Chapter 1 (Introduction) traces the journey from logistics to supply chain and looks at 
the importance of logfstics in the management of flow of goods, information and other 
resources, including energy and people, between the point of origin and the point of 
consumption in order to meet the requirements of consumers. It also describes how 
logistics as a channel of the supply chain adds the value of place, time, and quantity 
utility. Also highlighting is the evolution of Supply Chain Management that became 
more prominent during the 1990s and how it has been playing a pivotal role in making 
organizations competitive in this era of global marketplace by viewing it as a channel 
for the efficient and effective flow of goods and services from the supplier's suppliers 
through various intermediaries to the customer's customer. The chapter then looks at 
the push pull strategy and talks about the understanding of why and how push and pull 
systems, or a combination of them, work and its importance in the design of supply 
chains. 
The chapter then moves on to study the supply chain in grocery market/food market in 
the global context and also the agricultural supply chain in the Indian context. The 
chapter also delves into the wholesale markets in India and looks at how sale of 
agricultural goods in India is being done through middlemen, traders - wholesalers and 
retailers, cooperatives etc. This has forced governments in many states to encourage 
direct marketing by farmers by eliminating the middlemen. A need is felt for providing 
better infrastructure to farmers to facilitate marketing their own produce. The marketing 
mechanisms dominated by these middlemen have over the years prevented millions of 
farmers from getting satisfactory remunerative prices of their produce forget reaping 
the benefits of their hard work. The chapter ends with justifying the need for this study. 
VII 
Chapter 2 covers the entire Literature Review. The papers can be broadly categorized 
into three major cate^ries: (i) Studies done on fanners' markets in other parts of the 
world viz., US, UK, South Africa, Japan etc., (ii) Issues related to support extended to 
small farmers in India including earlier studies done on Rythu Bazaars, and (iii) Studies 
on agri-marketing and agri-food supply chains. The chapter concludes with an analysis 
of the gap existing thereby setting the tone for the requirement of this research. 
Chapter 3 talks about the Research Methodology, and the central purpose of this 
chapter is to define the research problems and to provide the core methodological 
review undertaken in this research and a framework for analysis. Methodology 
plays a very important role in any research work. The effectiveness of a research 
work depends entirely on the correctness of selecting of research method. It is the 
plan which incorporates the whole of the procedure that has been followed to carry 
out the research work. The methodology is comprised of qualitative and 
quantitative techniques to achieve the research goal and objectives. 
The research questions that this thesis seeks to answer are to Statistically find out if 
the farmers and the consumers have benefitted from Rythu Bazaars, to see if there 
are any deficiencies existing in the system which if addressed will have the 
potential to further benefit the farmers, what more needs be done so the farmers and 
consumers both will get more advantages from these markets, and to see if there is a 
possibility of identifying and adopting a model that if implemented could result in 
benefitting the existing stakeholders, especially the farmers with respect to a 
potential increase in their earnings. This chapter further explains the objective 
behind this study, the Research Methodology adopted for the study, the research 
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design and tools for analysis. The chapter ends with a mention of the limitations of 
the study. 
Chapter 4 titled 'Rythu Bazaar - The Case Study' talks about how Rythu Bazaar, the 
farmers' market, a social initiative was started by Chandrababu Naidu in 1999, when he 
was the Chief Minister of the state of Andhra Pradesh. The principal objective of Rythu 
Bazaar is to help farmers brmg and sell their produce without the involvement of any 
middleman or marketing intermediary. This chapter traces the genesis of Rythu 
Bazaars, looks at Andhra Pradesh the second largest producer of fruits, vegetables and 
flowers in the Country and the 5* largest state in the Indian Union both in terms of 
geographical area and population which despite all these have faced major concerns 
with large number of farmer suicides mainly because of the debt trap they have fallen 
into. One of the primary reasons for this being the existence of middlemen at various 
levels between the farmer and the consumer who exploit both farmers and consumers 
through malpractices in weighing, handling and payments. This has resulted in the 
farmers' share in the consumers' rupee at an estimated 40 paise only, something which 
Rythu Bazaars were established to address. 
This chapter also looks at how Rythu Bazaars are different from the conventional 
farmers markets of the west. Also highlighted is the current supply chain of Rythu 
Bazaars, fimctioning of these markets, revenue and margms for the farmers operating at 
these market yards, and the outreach and potential of Rythu Bazaars. 
Chapter 5 looks at the supply side of the supply chain and hence studies the farmers 
and the administrators (Estate Officers) of Rythu Bazaars. This chapter analyzes the 
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data obtained from the fanner's and Estate Officer's survey. There are two broad 
sections of this chapter - the first section reflecting on the issues relating to farmers 
and their perspective of operating in the Rythu Bazaars, with the primary objective 
of finding out whether the farmers have benefitted since starting their operations 
from Rythu Bazaars, the nature of benefits that they have received, their level of 
satisfaction on the assistance that they receive from the administration, and also all 
the issues that they face - both inside and outside these markets. The second section 
presents the summary of the response receive from the Estate Officers. It takes a 
more holistic approach and looks at the various adminisfrative supports that Rythu 
Bazaars had set out to provide and the current status. This helps address the 
deficiencies in the system, if any, so that farmers get more advantage from Rythu 
Bazaars. These have been discussed under the section on mechknisms that will help 
the creation of successfiil model in these markets. Seven variables of supply chain 
have been addressed in this chapter which has helped design the proposed supply 
chain model of Rythu Bazaars. 
Chapter 6 studies the demand side of the supply chain and thus focuses on the 
consumers of Rythu Bazaars. This chapter analyzes the data received from the 
consumers' survey, examining the demographics of the consumers and also looking 
at whether consumers have derived any benefits since purchasing vegetables from 
Rythu Bazaars. The chapter also lays the foundation for concrete recommendations 
about the segment that should be targeted for marketing taking the demographic 
profile of the consumers into account. It attempts to explore if farmers can get more 
advantage from Rythu Bazaars by virtue of concentrating on a certain segment of 
consumers that also purchases vegetables from supermarkets apart from Rythu 
X 
Bazaar. This is with the aim of looking at the possibility of identifying and adopting 
a model, which, if implemented could result in benefitting the farmers with respect 
to a potential increase in their earnings. For this a logit regression model has been 
designed to understand the demographic profiles of the consumers and based on the 
findings suggestions have been made to target a certain segment for increased sales. 
Chapter 7 studies the various factors that drive both farmers and consumers into 
these markets and use factor analytic techniques to classify and describe variability 
among observed variables in terms of fewer unobserved variables called factors. 
The observed variables are modeled as linear combinations of the factors. For this 
study we have used the principal component analysis where the factors produced 
are conceptualized as being linear combinations of the variables. Factors driving the 
farmers and consumers to the Rythu Bazaars have been found and then with the use 
of Canonical correlation analysis an attempt has been made to see if cross-
covariance matrices made sense. Based on this the most important driver for both 
the farmers and the consumers have been found. 
Chapter 8 does a SWOT analysis of Rythu Bazaars. With the findings of this 
research, the researcher studies the strengths and weaknesses of Rythu Bazaars. The 
opportunities and threats of Rythu Bazaars have also been discussed. 
Chapter 9, Conclusions and Recommendations, the final chapter of the thesis is on 
the outcome of this research. This chapter provides a snapshot of the findings fi-om 
the research. The conclusions are drawn from studying the farmers, consumers, and 
the proposed supply chain model. Implications of the research and 
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Chapter 1 Introduction 
CHAPTER ONE 
INTRODUCTION 
1.1 From Logistics to Supply Chain 
Logistics is the management of the flow of goods, information and other resources, 
including energy and people, between the point of origin and the point of 
consumption in order to meet the requirements of consumers. The Council of 
Supply Chain Management Professionals (CSCMP) have defined logistics as that 
part of the supply chain process that plans, implements, and controls the efficient, 
effective flow and storage of goods, services, and related information from point of 
origin to the point of consumption in order to meet customer requirements. The 
term "logistics" originates from the ancient Greek "Xoyoq" ("logos" - "ratio, word, 
calculation, reason, speech, oration") and is considered to have originated in the 
military's need to supply themselves with arms, ammunition and rations as they 
moved from their base to a forward position. In ancient Greek, Roman and 
Byzantine empires, there were military officers with the title "Logistikas" who were 
responsible for financial and supply distribution matters. A more contemporary 
parallel can be drawn with the "Logistics Officers" in military who are responsible 
for encamping and quartering the troops as well as for stocking supply depots 
(Russell, 2000). 
The concept of logistics started appearing in business parlance in the 1960s under 
the label of physical distribution, which primarily had a focus on the outbound side 
of the logistics system. It was around this time that military logistics started 
concentrating on reliability, maintainability, life cycle management etc. with 
increased emphasis on modelling and quantitative analysis. In sharp contrast to this, 
commercial applications were concentrating on consumer non-durable goods 
related to marketing and physical distribution of finished products. The business 
sector approach to logistics developed into inbound logistics (materials 
management to support manufacturing) and outbound logistics (physical 
distribution to support marketing) during the 1970s and 1980s (Coyle et. al., 2009). 
It was only in the 1990s that the business sector started looking at logistics in the 
context of supply chain that linked organizations from the supplier's supplier to the 
customer's customer. In the present century four subdivisions of logistics has 
emerged: 
a. Business logistics that plans, implements, and controls the efficient, 
effective flow and storage of goods, services, and related information from 
point of use to consumption in order to meet customer requirements. 
b. Military logistics that looks into the design and integration of all aspects of 
support for the operational capability of the military forces and their 
equipment to ensure readiness, reliability, and efficiency. 
c. Event logistics that concentrates on the network of activities, facilities, and 
personnel required to organize, schedule, and deploy the resources for an 
event to take place and to effectively withdraw after the event. 
d. Service logistics that focuses on the acquisition, scheduling, and 
management of facilities or assets, personnel, and materials to support and 
sustain a service operation or business. 
All these subdivisions have some common characteristics and requirements such as 
forecasting, scheduling, and transportation. Apart from these there are certain types 
of economic utility value add to a product or service. Logistics is a channel of the 
supply chain which adds the value of place, time, and quantity utility. 
a. Place utility - It is important that the customer/consumer gets the goods and 
services at a place where he needs them. Logistics plays a major role in this 
by moving goods from production points to demand points. Logistics 
creates place utility through transportation, and place utility helps in 
increased competition quite frequently leading to price reduction and 
increased product availability, thereby benefitting the customers. 
b. Time utility - Apart from providing the goods and services to the consumers 
at the place that they want it is also important to provide it at the time when 
the consumer wants it. Time utility therefore is a very important utility 
factor in logistics, whereby it can be seen as the economic value added to a 
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good or a service by having it at a demand point at a specific time. Proper 
inventory management, strategic location of goods and services, and 
transportation are vital for logistics creating time utility, 
c. Quantity utility - It is not only important that products are delivered at the 
correct destination on time, but also be delivered in the proper quantities. 
Delivering the proper quantities of a product creates quantity utility. 
Logistics creates quantity utility through production forecasting, production 
scheduling, and inventory control. 
The various activities that fall under the purview of logistics and are relevant to any 
manufacturing establishment, including famers operating in any market are given 
below. However, the logistical activities of agricultural products attain more criticality 
because of its perishable nature. Although like a manufacturing unit, logistics for 
agricultural produce requires transportation but assumes increased importance because 
of the fact that fresh fruits and vegetables have to be delivered to the consumer. Also 
the distribution system under which they are marketed is made more complex because 
apart from the commodities being highly perishable there also exist high complexity 
with a lot of varieties, grades, and sizes. The seasonal nature of most of the agri-
produce further adds to this complexity. 
a. Transportation - Transportation is one of the most important activity in 
logistics system and for certain products can be the largest variable logistics 
cost. A major focus in logistics is on the physical movement or flow of 
goods and on the network that moves the product. For agri-products, 
selecting the mode of carriers used in procuring seeds, fertilizers, and 
bringing the produce to the market become very important factors affecting 
the margins of the farmers. 
b. Storage ~ Storage has a tradeoff relationship with transportation. It involves 
inventory management and warehousing. Unlike, let us say manufacturing 
organizations where there is a direct relationship existing between 
transportation, the level of inventory and the number and location of 
warehouses, in the case of the small farmers, storage is the key to improved 
margins and thereby revenue. This has been discussed further in Chapter 5. 
c. Forecasting - Inventory forecasting is one more activity that is important to 
the logistics area. Accurate forecasting of inventory requirements and 
materials and components is essential to inventory control, manufacturing 
efficiency, and consumer satisfaction. Inventory forecasts are generally 
made in conjunction with marketing forecasts of demand. However, in the 
case of agri-products, since the crop cycles are loiown, therefore forecasting 
is less technical as opposed to manufacturing where usually JIT or MRP are 
used to control inventories. 
d. Production Planning - Another important activity in logistics is production 
planning/scheduling, which is closely related to forecasting in terms of 
effective inventory control. The seasonal nature of most of the agri-produce 
and dependence on weather means that production planning is not 
completely under the control of the farmers. 
e. Procurement - Procurement is an activity that is included in the logistics 
process because of transportation, since transportation costs relate directly to 
the distance or the geographic location of the raw materials (in this case 
seeds, and fertilizers). However, once again this is more pertinent to 
manufacturing. 
f. Consumer Service - There are two dimensions of consumer service that are 
important. The first is the process of directly interacting with the 
consumer/customer to influence him to make the purchase, and the second 
is the service that the organization is willing to offer to its consumers. For 
agri-products both are very relevant and can influence the returns to a great 
extent. 
Supply Chain Management that became more prominent during the 1990s and 
henceforth has been playing a pivotal role in making organizations competitive in 
this era of global marketplace can be viewed as a channel for the efficient and 
effective flow of goods and services from the supplier's suppliers through various 
intermediaries to the customer's customer (Refer Fig. 1.1). In other words, it is the 
system of a well linked grid connecting all the operations of the initial producer and 
the final consumer. The extended enterprise perspective of supply chain 
management represents a logical extension of the logistics concept providing an 
opportunity to view the total system of interrelated companies for increased 
efficiency and effectiveness. 
Figure 1.1: Integrated Supply Chain Management 




Source: Center for Supply Chain Research, Penn State University. 
1.2 Difference between Logistics and Supply Chain 
Logistics includes physical distribution, warehousing, freight transportation, 
inbound and outbound from manufacturing plants and in some industries customer 
service sales order processing, inventory planning and production planning. 
Supply chain (for a manufacturer) includes the logistics business functions 
mentioned above, and also includes purchasing, sourcing, procurement, buying, 
manufacturing operations, production scheduling and inventory control and 
materials management, facilities location planning, the infomiation technology (IT) 
to coordinate between suppliers, the company, and customers, wholesalers and 
retailers, and the end users. 
Supply chain management though is not a new concept. On the other hand, the 
current phase of supply chain management is actually the third phase of a progress 
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that started in the 1960s. It started with the development of the physical distribution 
concept that focused on the outbound side of a firm's logistics system. During the 
1950s and 1960s there were a number of studies undertaken that discussed the 
potential of the systems concept. The primary emphasis of the physical distribution 
concept was on the total systems cost and evaluating various adjustments with the 
motive of arriving at the least system cost. The system relationship among 
transportation, inventory requirements, warehousing, exterior packaging, materials 
handling, and some other activities or cost centers were recognized. In the 1980s 
there came change with the deregulation of transportation and financial institutions. 
Around this time the world was also witnessing the start of the technology 
revolution and it was around this time that integrated logistics management concept 
developed in a growing number of organizations. Logistics, in its simplest form, 
added inbound logistics to the outbound logistics of physical distribution (Refer 
Fig. 1.2 and 1.3). This was on expected lines as deregulation of transportation 
provided an opportunity to coordinate inbound and outbound transportation of large 
shippers that lead to lower rates for the shippers. Coordination between the 
outbound and inbound logistics systems provided opportunities for increased 
efficiency and possibly enhanced customer service which was becoming an 
important concern area for the best of the corporations. 
The basic logic behind the systems concept was also the starting point for logistics 
management. The Value Chain concept was also developed as a tool for 
competitive analysis and strategy. The Value Chain concept was developed by 
Michael Porter in 1985 and propagated through his seminal work "Competitive 
Advantage," on the implementation of competitive strategy to achieve superior 
business performance. According to Porter, value is the amount that consumers are 
willing to pay for a product, and he identified "value chain" as the combination of 
nine generic value added activities operating within a firm - activities that work 
together to provide value to customers. Value is an experience that flows from the 
customer - the ultimate recipient of the product or service. Therefore the main 
difference between a value chain and a supply chain is that they flow in opposite 
directions. 
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Source: Center for Supply Chain Research, Penn State University. 
The illustration of value chain (refer figure 1.4a) explains the importance of 
inbound and outbound logistics, primary components of the value chain while 
Figure 1.4b depicts the comparison of a value chain with a supply chain. Their 
importance can also be gauged from the fact that they contribute value to the firm's 
customers and make the company financially viable. Procurement is frequently 
mentioned as an important activity of logistics, while the value chain portrays it as a 
support activity for all the primary activities. The rationale for the former is the 
opportunity for tradeoff analysis between procurement quantities, transportation 
volumes, inventory levels, and other related costs. 

















Source: Michael Porter, Competitive Advantage (New York: The Free Press, 1985): 
37. 
Figure 1.4 b: Comparison of a Value Chain with a Supply Chain 
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If logistics took care of all that was required, then the question that naturally comes 
to mind is to explore the importance of supply chain management. Two studies, 
both done in the 1990s elucidate this point. In the early 1990s, the Grocery 
Manufacturer's Association commissioned a study (Wood, 1993) by one of the 
large supply chain consulting organizations to research and analyze the supply 
chains of grocery manufacturers. The study revealed that on an average, the 
industry had 104 days of inventory in its outbound supply chains. The other 
demonstration of the importance of focusing upon the supply chain came from the 
Supply Chain Council (SCC), which published a comparison from 1996 and 1997 
of "best-in-class" companies which comprises of the top 10 percent and the median 
companies that were reporting their metrics to the council. It was found that the 
supply chain related costs of the best-in-class companies were 7 percent of total 
sales, while the median companies experienced 13.1 percent. In simple terms this 
means that for a Rs. 100 crore turnover company, the profit margin for a best-in-
class company would be higher by Rs. 6.1 crore than the median company of 
equivalent turnover. The point that is very important here is that logistics is only 
one of the many cost components in the supply chain. 
1.3 Concept of Supply Chain Management 
Supply chain management in very simple terms is all about a set of organizations 
that are engaged in the delivery of a product or a service to the customer or the end 
user. Organizations in the supply chain include suppliers, intermediaries, 
transportation logistics providers, and customers. Since the organizations in the 
supply chain involve participants from the start to the end of the process, there is a 
great deal of coordination that is required from the organizations in the supply chain 
for the supply chain management to be effective. As mentioned earlier, supply 
chain management is thus the management of all the activities involved in sourcing, 
procurement, and logistics management to dehver the right quality product or 
service in the right quantity at the right place and time, keeping cost-effectiveness 
in mind. 
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Therefore, it is useful to look at each of the entities i.e., supphers, manufacturers, 
distributors, retailers, transporters, and warehouse operators to understand how 
supply chains function and to address their effectiveness wherever necessary. 
Supply chain management plays a major role in achieving sustainability. The 
management of the supply chain is an important element as it attempts to lower its 
environmental and social impacts (Wycherley, 1999). In the past supply chain 
models were vertically integrated, where the processes and activities were managed 
within the same organization. In addition manufacturers supplied their own parts 
and services, and environmental and social impacts came from a single company. 
Over a period of time, supply chain models have changed drastically with 
companies depending on a much more complex and fragmented supply chain to 
acquire their product components, services and even labour. This is to a large extent 
due to globalization which has resulted in the supply chain becoming more complex 
and diverse. In this regard, Welford (2002) emphasized on the supply chain's 
effectiveness to be critical for organization's profitability in today's globalized 
world. 
Referring to figure 1.5, a usual flow of produce in a typical vegetable market is 
made up of a chain of participants that includes the following entities. This is 
discussed for Rythu Bazaars in Chapter 4. 
Consumers - who demand the products, based on which certain kind of 
products get into the market. In other words consumers are the ultimate 
users of the products offered by the markets. 
Farmers - who are primarily engaged in the distribution and sale of 
vegetables to consumers. Unlike a retailer in a typical supply chain that 
includes departmental stores, specialty stores, retail chains, supermarkets, 
discount stores, outlets, farmers operating from vegetable markets require a 
space from where the sale could take place. A similar example to these 
farmers would be that of retailers who sell their own private labels. Such 
retailers go beyond their traditional role as distributors and become directly 
involved in the design and sourcing of their products and selling them to the 
ultimate consumers through a retail outlet. 
Figure 1.5: Flow of Produce in Vegetable Markets 
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Middlemen are located locally or regionally and they work as 
intermediaries between the farmers and the markets where the produce of 
the farmers is sold. Many of the farmers depend on middlemen to sell their 
produce primarily because of two reasons, (i) lack of adequate cash to bring 
their produce to the market, and (ii) lack of adequate space to store the 
produce. 
Vendors - Many a times in the conventional vegetable markets, the sellers 
to the end consumers are neither the farmers nor the middlemen. The 
farmers sell it to the middlemen who in turn sell it to vendors who make the 
final sale to the consumers. This has a considerable impact on the price at 
which the vegetables are finally sold to the consumers. 
In Figure 1.5 we can see a two way interaction between farmers and middlemen, 
middlemen and vendors and vendors and consumers. The various agri-marketing 
channels are described later in this chapter. 
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1.4 Push Pull Strategy 
Two opposing terms, push and pull, are frequently used to describe how a supply 
chain functions. While push is used to signify the initiation of material flows 
downstream through planned dispatches, based on forecasts, pull is used to signify 
the initiation of material flow through replenishment orders. Commonly, in parts of 
the supply chain where the push philosophy governs, primary concerns include cost 
control and capacity utilization, while customer satisfaction, inventory problems 
surrounding shortage and obsolescence, and effectiveness, are major concerns in the 
pull part of supply chains. The understanding of why and how push and pull 
systems, or a combination of them, work is important in the design of supply 
chains. 
For supply chains where the focus is on the immediate delivery of off-the-shelf, low 
cost standardized goods, the push based strategy works well. As long as trading 
partners seek these low-priced stock items in reasonable volume, the producer can 
profitably use this production strategy. Push oriented supply chain caters to 
standardized products that have constant demand. In push supply chain, decisions 
taken for both production and distribution are based on long-tenn forecasts. This is 
on account of the demand being stable. While this system works efficiently in 
situations where the demand is stable, it becomes extremely difficult if there exists 
a very high fluctuation in demand. Fluctuating demands in a push oriented supply 
chain would lead to excessive inventory being accumulated for it to respond to the 
constantly changing demands. Also because of huge dependence on long-term 
forecasts, it therefore logically becomes extremely difficult to match supply with 
variable demand. Push supply chain also necessitates larger production batches, and 
hence being rendered unsuitable to cater to demands of short quantity. 
In push dominated supply chain, the focus is more on the target audience. 
Companies look at various strategies to develop promotional activities. In a typical 
manufacturing setup, the manufacturer has to create a channel comprising of 
distributors, middlemen, marketing agency, and retailers to make the product 
available to the customer. Marketing and selling take prominence in this strategy. 
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Companies having push-oriented supply chain rely on various marketing activities 
such as trade shows, packaging and designing of the product, huge promotions, and 
point of sale displays etc. The requirement of an effective supply chain in 
companies adopting push strategy gets more accentuated since this has to come 
from manufacturers to the customers. 
Also, the push supply chain generates more buffers at every node of supply chain 
due to bull whip effect which arises because of the inability of manufacturers to 
assess demand accurately. 
On the other hand, with competition becoming fiercer with every passing day, 
manufacturers fine-tune their production and distribution as per actual demand 
given by customer. This is the basic philosophy of a pull oriented supply chain. A 
pull oriented supply chain enables reduction of unnecessary buffer stock, 
improvement in service level to supply what consumer wants, as opposed to giving 
the customer what the company makes. 
Therefore, in pull strategy the manufacturer attempts to gain information from the 
consumer about the product that they require. The demand thus comes from the 
consumer and the customer pulls the product from the delivery channels. Focus of 
this is on reverse flow of information and therefore it requires high investment in IT 
architecture. In push strategy as well, there is a requirement of an effective Supply 
Chain Management. In this strategy customers demand products and the 
manufacturer is required to maintain a perfect inventory in case of huge demands. 
The dehvery channels should also maintain adequate inventory for meeting the 
demands of the retailers. 
In reality the entire supply chain is driven by actual demand, and hence the time to 
market a product becomes long, depending on the type of supply chain and number 
of players involved in it. Typically the cycle time from order to market for 
agricultural products can be anywhere between a week to 60 days. This long lead-
time fails to address the other challenge of the market, i.e. quick response to 
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customer demand. Since vegetables are seasonal, farmers do not face issues that 
are more prevalent in the manufacturing sector. 
1.5 Supply Chain in Grocery Market/Food Market in Global Context 
The global agri-food industry is undergoing a lot of change due to a number of 
factors including increasing concentration of demand into a small number of 
supermarket retailers and increasing globalisation in sources of food supply. Agri-
food supply chain therefore has to do a lot with food quality and safety. Also with 
the supply dependent on weather, the supply chain management in the case of agri-
products is distinctly different from that of the product-based approach strategy 
adopted generally by manufacturing units. 
The fresh produce market has changed markedly over the last two decades. There 
has been a marked shift in consumer demand, considerable technological change in 
production and marketing, and consolidation in retail. These have altered the 
traditional market relationships amongst producers, wholesalers and retailers. The 
west has especially seen the continued rise of supermarkets and the steady decline 
of small traditional retail oudets resulting in the emergence of a high degree of 
concentration in the retailing sector. This has had a bearing influence on the edifice 
of wholesale distribution of fresh produce. Food retailing has become increasingly 
concentrated in Europe. In the United States, mergers and buyouts of grocery stores 
have been widespread over the 1990s. This led to an increase in national grocery 
store concentration. To elucidate, in 1992, the top four finns in the US served about 
18.0 percent of the market share. A decade later they were controlling 32.5 percent 
of the market. By that time the share of the 20 largest retailers had reached 57.2 
percent of total grocery sales, up by about 15 percentage points a decade ago 
(Maruyama and Hirogaki, 2007), resulting in an overwhelming change in the 
supply chain organization for fresh produce and, in parallel, wholesale produce 
markets have suffered from a declining role in the distribution of food. During this 
period, in the US, there was observed an increased tendency to purchase fresh 
produce directly from the shipping point as the number of large retailers grew, and 
there has been a decrease of the use of wholesale terminal markets (Dimitri, 1999). 
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Similarly in the United Kingdom, for more than two-and-a-half decades starting 
from the early 1970s, the role of the wholesaler in the distribution channel greatly 
declined, and supermarkets dominated the distribution channel in terms of 
requirements. On certain occasions supermarkets have had direct contracts with 
farmers who found it convenient to sell their produce directly to the supermarkets, 
something similar to the strategy adopted much later in India by supermarket chains 
like Reliance Stores. Supermarkets seldom used wholesale markets (Cadilhon et al., 
2003) to purchase their produce. In Australia, research has been done to understand 
the motivations for developing direct trade relationships in the Australian fresh 
produce industry. The research shows that buyers and suppliers are ultimately 
attempting to minimize the inherent risk associated with operating in a volatile 
environment regarding price, quality, supply and demand, and perishability. Added 
to that the recent advances in the availability, transmission and capacity to use IT 
have contributed greatly to the co-ordination of commodity production under 
various contractual arrangements, which have introduced efficiencies throughout 
the supply chain, reducing production and marketing costs. Retailers are playing an 
increasing key role in quality management, logistics and inventory management in 
chains. With the supermarkets gaining more strength, there have been efficiency 
gains due to closer vertical co-ordination of activities and transmitting market 
information between buyers and sellers. 
In sharp contrast, farmer-to-consumer direct marketing is a way by which farmers 
sell their products directly to consumers (Henderson and Linstrom, 1982). There are 
several outlets through which farmers sell their products directly to consumers. The 
most familiar types of outlets are pick-your-own (PYO) farms, roadside stands, 
farmers' markets and direct farm markets. PYO operations are farms where retail 
customers harvest their own agricultural products. Roadside stands are mostly 
temporary structures erected by the farmer to sell his or her produce. Farmers' 
markets, on the other hand, are places where farmers bring their produce to be sold, 
while direct farm markets are structures located at the farm and are used to sell their 
own produce. Items frequently sold through direct marketing outlets are fruits, 
vegetables, flowers, nursery products, eggs, and dairy products (Nayga et al, 1994). 
Farmers' markets are a common phenomenon in many countries. A regular site and 
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schedule is usually set for a particular farmers' market. The market sponsors 
frequently include a business group (such as a Chamber of Commerce), consumer 
groups, county extension, and/or producers. 
1.6 Agricultural Supply Chain in the Indian Context 
According to Mentzer et al. (2001), "A supply chain is defined as a set of three or 
more entities (organizations or individuals) directly involved in the upstream and 
downstream flows of products, services, finances and/or information from a source 
to a customer." Agricultural supply chain consists of small enterprises, such as 
farmers and raw material producers, suppliers of agricultural inputs, processors of 
agricultural outputs, farmers co-operatives, middlemen, suppliers, distributors, 
wholesalers and retailers, that either tend to operate independently or in co-
operation. The rhain objective of supply chain management though is to keep costs 
as low as possible and profitability as high as possible. It is therefore important that 
the supply chain is highly efficient so that the inefficiencies in production, 
processing, storage and transportation can be addressed and as a result the 
marketable surplus increased. This will have a cascading effect stardng with 
increased revenue for the farmers. The farmers can invest more in certain essential 
ingredients for increased productivity and thereby increased revenue. Farmers 
markets provide good opportunity to the farmers for marketing their produce. This 
addresses the demand side as well and helps fanners in planning their produce both 
in terms of variety and quantity in advance since they loiow the kind of demand that 
exists in these markets. Also there is a need for improving the economic efficiency 
which is defined as the product of technical and allocadve efficiency (Farrell, 
1957). For a firm to be economically efficient it must first be technically efficient. 
Profit maximization requires a firm to produce the maximum output given the level 
of inputs employed (i.e. be technically efficient), use the right mix of inputs in light 
of the relafive price of each input (i.e. be input allocative efficient) and produce the 
right mix of outputs given the set of prices (i.e. be output allocative efficient) 
(Kumbhaker and Lovell, 2000). In other words, while marketing the produce, the 
technical efficiency is said to have increased if while performing a funcdon for each 
unit of output operadonal cost gets reduced. Some of the ways of achieving this are 
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reducing physical losses, improving transportation, storage, handling and 
processing etc. Allocative efficiency is said to be achieved when the price that 
consumers are willing to pay a product or a service at least equals the cost of the 
resources that have gone in to the production. Therefore allocative efficiency 
depends on technical efficiency. Change in cost per unit helps protect the interests 
of not only the fanners but also the consumers. 
There are other methods employed in agriculture with the sole purpose of achieving 
efficiencies in the system. These are contract farming, direct purchases from 
farmers, purchases from government sponsored centres, purchases from 
wholesalers, or purchases through self-help groups of farmers or cooperatives. The 
traditional agricultural supply chain in India is disjointed with the presence of large 
number of intermediaries and agents. Also, a few traders association dominate the 
existing market yards with the result that any organized process will immediately 
throw up several advantages. The organized process may include large retailers or 
farmers markets. The idea is to bring in new knowledge in marketing and reducing 
existing inefficiencies in the supply chain. Say for example, contract farming model 
is used by large retail groups for meeting its requirements for retailing, processing 
or export purposes. ITC's e-choupal is a case in point. Contract farming is a way of 
organizing agricultural production whereby farmers supply their produce to 
companies as per mutually agreed pre-decided price, quality, quantity or acreage 
with a limit of maximum and minimum and time. Contract farming also lowers 
transaction cost for the company and is perceived to reduce market risks for the 
farmers, while in reality that may not be the case. 
Notwithstanding all the advantages of contract farming, the coverage continues to be 
limited. One of the major weaknesses of contract farming comes from the contract that 
is made between farmers (weaker party) and companies (stronger party). More often 
than not in such situations farmers accepts the contract even if it is not fair, because of 
lack of options, thereby losing his bargaining power. Also often times firms do not 
follow the spirit of the contractual agreements if market circumstances changes owing 
to changes in government policies or other extraneous factors. Figure 1.6 illustrates the 
various agri-marketing channels that are especially relevant to our country. Like any 
other product agri-products also move into the market through various channels. 
However, the major difference between manufacturing goods and agri-products is on 
account the market functionaries involved in carrying the produce from the farmers to 
the ultimate consumers. 
Figure 1.6: Agri-marketing Channels 
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The agri-marketing channels as can be seen from figure 1.6 can be divided into three 
major categories: 
(i) from farmers to consumers through wholesalers and reatilers 
(ii) from farmers to consumers through processors, and 
(iii) from farmers to consumers through co-operatives 
Apart from these channels, there is another channel, i.e., direct from farmers to 
consumers, which will be discussed in greater details in chapter 4. 
1.7 Introduction to Wholesale Markets - Indian Scenario 
The burgeoning population along with substantial income growth notwithstanding 
the recent down turn has put tremendous pressure on the country's available land 
and other resources to meet its food requirement. This has resulted in an additional 
demand of 2.5 metric ton of food grains annually. Assuming a very low growth of 
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3.5% in per capita GDP, the demand for food grains in the year 2020 is projected to 
be 256 mt. This should be music to the ears of the small farmers. But sadly, into the 
seventh decade of independence, the scenario even today is very bleak. This is 
primarily because a large majority of farmers even today are dependent on 
middlemen to sell their produce because either they do not have enough money to 
bring their produce to the market or they do not have any space to store the 
produce. The middlemen have therefore been utilizing this to their maximum 
advantage even when they know that they cannot do full justice to the farmers' 
produce. As a result, their average profit margins have been retained at the cost of 
the profit margins of farmers which have always been very low. Also, the nexus 
between these middlemen and private money lenders makes it doubly difficult for 
the farmers. Apart from lending money at exorbitantly high rates, these money 
lenders also advice the farmers on what, when and how to produce, while they 
themselves are ill equipped to do so. Moreover, they hardly have the right 
intentions to give the correct guidance, even if they are competent enough to do so. 
Thus farmers, because of their own gullibility have seldom been guided properly -
as a result it is only the middlemen and private money lenders who have prospered 
at the expense of the poor farmers. 
It has historically been observed that sales of agricultural goods in India have been 
done through middlemen, traders - wholesalers and retailers, cooperatives etc. This 
has forced governments in many states to encourage direct marketing by farmers by 
eliminating the middlemen. A need is felt for providing better infrastructure to 
farmers to facilitate marketing their own produce. The marketing mechanisms 
dominated by these middlemen have over the years prevented millions of farmers 
from getting satisfactory remunerative prices of their produce, forget reaping the 
benefits of their hard work. The present government is attaching a lot of importance 
to reforms in agricultural marketing. Dr. Manmohan Singh himself has advocated 
for direct marketing between farmers and NGOs, Cooperatives and private 
companies. A step in that direction was initiated by Mr. N Chandrababu Naidu, the 
then Chief Minister of Andhra Pradesh, in 1999 in the form of Rythu Bazaars in the 
state, which are farmers' market places created with the objective of helping 
farmers. 
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1.8 Justification of the Study 
This research examines the use of supply chain management as a modem 
management tool in the functioning of Rythu Bazaars, the farmers markets started 
by the Andhra Pradesh Government in 1999. In the past an increasing inclination 
towards fresh vegetables with nutritional concerns as well as security and food 
safety concerns has been observed. This has increased the interest in fresh locally 
grown vegetables, and with the increasing demand for fresh agricultural produce, 
small farmers get an opportunity to increase their individual returns if they are 
provided the right kind of support. 
This research attempts to understand the functioning of these bazaars, and looks at 
identifying and addressing the inefficiencies that may exist in the system and 
explore options to improve conditions of functioning in Rythu Bazaars, with the 
primary objective of studying the existing supply chain model and suggesting ways 
to improve the earnings of the farmers. Though the AP Government has done a 
praiseworthy job by setting up these bazaars, yet it has been found that the income 
of the farmers operating from these market yards is still very low. The average 
annual income of the farmers operating from Rythu Bazaars is Rs. 56,000 which 
though is 20.45 percent higher than India's current average per capita earning of Rs. 
46,492, there exist enough scope of improving it. In this context this research looks 
at both the supply and the demand side to come up with a comprehensive way of 
improving the functioning of these markets from all the stakeholders' point of view. 
It was therefore pertinent that apart from the farmers and the administrators of these 
markets, who are responsible for taking care of the supply side, a focused study be 
done on the consumers as well. With that in mind this thesis has also studied the 
demographic characteristics of the consumers to come up with a model in order to 
suggest the Rythu Bazaar Administration to address particular target segments for 
increased purchase from these markets. The model also looks at the preferences of 
the consumers among these markets and supermarket stores and suggests the 
demographic profile of the segment that also visits the supermarket stores. It was 
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also important for this study to be made truly comprehensive in nature that not only 
the current satisfaction levels but also the expectations of both farmers and 
consumers be studied, and be made a part of the proposed supply chain model to 
realize the ultimate goal of increased earnings of the farmers. 
22 




This chapter presents a review of studies undertaken in the area of farmers' 
markets, support extended to small farmers in India, agri-marketing channels and 
agri-supply chain. It is organized into four sections highlighting the need for this 
study in the first section. The second section throws light on the studies on farmers' 
markets in various parts of the world. The third section focusses on issues related to 
support extended to small farmers in India, while the fourth section studies agri-
marketing and agri-supply chain. 
2.2 Introduction 
There has been an increasing concern regarding the margins of small farmers being 
eaten away by middlemen. To address this issue various state governments in India 
have undertaken measures to address the agri-marketing channels. Among the 
various agri-marketing channels, the one adopted by the farmers' markets has a 
very high chance of addressing this issue. As a result, there has been a lot of interest 
shown in the functioning of farmers' markets across not only India but also various 
countries in the world. 
The literature that follows integrates the concepts of the functioning of farmers 
markets and consumer preference, elsewhere in the world and the challenges that 
small and marginal farmers face with reference to India, with the studies done on 
agri-marketing and agri-food supply chains. 
2.3 Studies on Farmer's Markets in Other Parts of the World 
A study conducted by Kezis et al. (1995) on consumers at a small farmers' market 
in Maine indicates that the number of older, high income, high educated is 
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increasing. Since these consumers are more likely to be attracted to farmers market, 
the popularity of this format is seen to be increasing. Onianwa et al., (2005) 
analyzed the determinants of Farmer-to-Consumer direct-market shoppers and 
provided insights into the factors that affect shopping at a farmer-to-consumer 
direct market. The study revealed that education was the most significant variable 
with regard to shopping at farmer-to-consumer direct markets while income was a 
less significant factor. Consumers with education above high school were more 
likely to shop at a farmer-to-consumer direct market. However, the study also 
revealed that as income increases, families with children were more likely to shop 
at a farmer-to-consumer direct market than were families without children. Further, 
older people, males, and whites were all more likely to shop at a farmer-to-
consumer direct market. 
The study on embeddedness by Feagan and Morris (2009) emphasized that 
embeddedness proves useful for framing non-economic values sought by 
consumers. The study concluded that values of social embeddedness that is social 
interaction, knowledge of vendors, etc. and spatial embeddedness that is food 
freshness, supporting the 'local', emerge as core sets of consumer motivations 
while natural embeddedness values like organic production are less strongly 
held. Wolf (1997) in a case study examined responses of consumers with the 
objective of comparing the profile of farmers' market shoppers to those who do not 
shop at farmers' markets. Examination of the demographic profile of consumers of 
farmers' market indicate that they are more likely to be female, married, and have 
completed post graduate work. There was no difference observed with respect to 
age, income levels, and employment status between farmers' market shoppers and 
farmers' market non-shoppers. Consumers have indicated that quality and value are 
among the most important attributes when purchasing produce. The case study 
further concluded that consumers perceive farmers' market produce to be fresher 
looking, fresher tasting, higher-quality, more reasonably priced and as such better 
value for the money, more likely to be grown in their country, more likely to be 
locally grown, more likely to be good for the environment, and more likely to be 
traceable to the processor and grower when compared to supermarket produce. The 
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major reason for not shopping at farmers' markets is because of lack of 
convenience. 
Henneberry and Haerani (2004) examined consumer preferences among various 
marketing charmels (including direct marketing)with the objective of analyzing the 
impact of various demographic variables on purchasing choice, with a specific 
focus on the links between demographic factors and shopping preferences. The 
study identified consumer characteristics that influence produce demand and 
consequently growers' return at Oklahoma farmers' market. Govindasamy and 
Nayga, Jr. (1994) studied the characteristics of farmer-to-consumer direct market 
customers with the objective of finding various characteristics of farmer-to-
consumer direct market consumers. They concluded that the average number of 
visits per month to a direct marketing facility was between one and two and the 
average dollar amount spent per visit at direct marketing facilities ranged from $ 11 
to $19. The study further concluded that direct marketing facilities provided better 
quality of produce as compared to the supermarkets. 
Otto and Vamer (2005) undertook a study with the objective of assessing the 
market participation and the impact it had on the economic front. The method 
adopted was based on survey of a large number of consumers (4500) and vendors 
(780). The findings regarding consumer and vendor characteristics reveal 
opportunities for increased marketing toward certain participants. Evidence from 
the study suggested that targeting of urban consumers and participants approaching 
retirement age, as well the development of new strategies to attract younger 
consumers and those who have little experience with farmers' markets will have a 
positive impact on the market participation. The study also indicated that these 
markets are an important place for rural producers and urban consumers to come 
together to exchange goods and information. 
Vamer and Otto (2004) used an aggregate consumer demand analysis framework 
with the objective of evaluating the performance of farmers' markets in Iowa. Sales 
per vendor and sales per capita from a sample of 109 Iowa farmers' markets were 
evaluated against characteristics of the community, the region and the market. The 
study concluded that farmers' markets are mostly part-time activities providing 
only supplemental income for the producers operating at the market. The study 
further concluded that more urban characteristics appeared to be associated with 
Iowa farmers' markets achieving higher sales per vendor or per capita. The other 
factors contributing to the overall success of these markets were the size of 
population in the market locale and also the distance from other competing markets. 
Further, per capita income of residents in the community hosting the market had a 
significant and positive effect on per vendor sales as well. However, the conclusion 
of the study is different from similar study undertaken by Govindasamy and Nayga 
(1994). The effect of education, measured by percentage of residents in the 
communities with number of postsecondary training and the number of years the 
market had been in existence, was not found to be a significant factor in the model. 
Magingxa et al. (2009) studied the factors influencing access to produce markets for 
smallholder irrigators in South Africa and tried to determine the factors influencing 
access to produce markets for South African smallholder imgators. Market access 
was measured according to whether all of the produce that was meant to be sold the 
previous season was sold or not. The survey based study was done on six 
smallholder irrigation schemes in three provinces. They concluded that physical 
access to the market, farmer skills and nature of access are highly significant factors 
in influencing market access for these smallholders. Trobe (2001) studied the 
potential benefits of marketing food directly from producers to consumers, and 
hence circumventing the 'middlemen' in the food supply chain. This qualitative 
study concluded that benefits have been accrued by both farmers and consumers. 
Consumers get locally grown, fresh, healthy and, in many cases, organic food at 
affordable prices, while producers get more value of their produce. The study also 
looked at the environmental benefits. Farmers' markets reduce the distance that 
food travels between producers and consumers, which in turn would help decrease 
global environmental pollution. The methodology was survey based. 
Govindasamy et al. (1998) looked at the resurgence of farmers' markets in New 
Jersey which had been welcomed by farmers, consumers and municipaUties. It 
allowed farmers to capture a greater share of the consumers' food expenditure thus 
increasing their profitability, while the consumers' need for fresh, high quality 
commodities as well as for farm-based recreational experiences is met. With the 
customers visiting the downtown areas business of local retailers can get a boost. 
The survey based study was undertaken with the objective of finding the efficiency 
of the farmers' markets in terms of management and organization, providing an 
overview of various characteristics of managers, and identifying factors that have 
an effect on the organization and well-functioning of these markets. It was 
concluded that majority of the managers supervising the market's operations during 
selling hours have no farming experience and have been working as managers for 
less than 2 years. Also, most of the markets were located in suburban areas but 
close enough to urban areas to enable them to serve both populations. It concluded 
that when selecting the markets' sites factors affecting choice were visibility, 
sufficient parking, easy accessibility and traffic flow, available space for farmers' 
stands, proximity to downtown areas, number of potential customers, safety and use 
of public land for insurance and financial purposes. The insights provided by this 
research help to identify the qualities needed to successfully manage a farmers' 
market as well as the constraints affecting these markets so that their efficiency 
could be improved. 
Brown (2002) reviewed all the research done on farmers' markets in the period from 
1940 to 2000and found the huge increase in the number of farmers' markets in the 
United States after the passage of the Farmer-to-Consumer Direct Marketing Act of 
1976. This article inventories the literature since the Second World War on retail 
farmers' markets and direct marketing in North America. This study concluded that the 
literature on farmers' markets is scant and has ample room for new and exciting 
explorations. The study also delved into the economic impact of the farmers' markets. 
Sommer et al. (1980) undertook a study with the objective of finding out reasons which 
motivate Califomians to shop at farmers' markets. The study also traced the journey of 
farmers' markets in USA over the decades and how the American public market 
reached its peak in the 19* century and declined swiftly after that with the growth of 
cities and suburbs, improved food transportation, and increased popularity of chain 
stores. The growth was helped in 1977 when the California State Department of Food 
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and Agriculture passed regulations permitting tlie establishment of certified farmers' 
markets, easing the standardization requirements on direct-marketing growers, and 
ensuring that the person selling was the actual grower or a relative or employee of the 
grower. One of the major findings was the fact that customers shop at these certified 
farmers' markets mainly because of the fresh produce, price savings, liking of social 
atmosphere and the idea of helping the small farmer. 
Inference drawn from the review of the above studies: Whilst most research has 
focused on finding the reasons behind consumers' preferences of purchasing 
vegetables from farmers' markets, what has not been studied in as much detail is 
the process improvement from the supply chain point of view- something that will 
have the potential to impact the earnings of the farmers. The studies point out the 
factors that affect shopping at these markets as quality and value being among the 
most important attributes when purchasing produce and the consumers perceive 
farmers' market produce to be fresher looking, fresher tasting, higher-quality, more 
reasonably priced and as such better value for the money, more likely to be grown 
in their country, more likely to be locally grown, more likely to be good for the 
environment, and more likely to be traceable to the processor and grower when 
compared to supermarket produce and also have found that that the number of 
older, high income, high educated consumers is on the rise in these markets. 
lA Issues Related to Support Extended for Small Farmers in India 
Kumar (2005) undertook a study with the objective of finding the changing 
composition of farm holdings towards small farmers. The paper examined the role 
they have to play in the food security of the country as food crops occupy about 
four-fifths of the cropped area at such farms. It concluded that the number of 
smallholdings and small farmers has steadily been increasing but the land-man ratio 
for marginal and small farmers has declined over the years. This indicated that the 
higher burden of the small farm holders in securing food for a growing population 
even though small farmers themselves are food insecure. 
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Saibaba and Vadde (2009) studied Consumer Satisfaction and Preferences towards 
Rythu Bazaar in Warangal District of Andhra Pradesh by looking at the marlceting 
angle which is one of the weakest links in the chain of activities concerned with 
production and disposal of agricultural products. They analyzed the preferences, 
needs and wants of the vegetable buyers and make them available to fanners so that 
they can take correct decisions regarding the marketing strategies to be 
implemented in Rythu Bazaars of Andhra Pradesh State of India. The findings 
indicate that majority of consumers felt the location of Rythu Bazaar is not 
conducive; they also felt that the behavior of sellers at Rythu Bazaar has been 
impolite; parking facility and other amenities at the Rythu Bazaar were also not 
satisfactory. 
Prakash in his study 'Linking Farmers to Market - Scenario India' acknowledges 
the importance of agricultural produce sector in the Indian economy and concludes 
that much progress has been seen in the production of food grains, commercial 
crops (like cotton, sugarcane, tea), fruits, vegetables and milk. He further concludes 
that the increasing trend of agricultural production has brought, in its wake, new 
challenges in terms of finding market for the marketed surplus. There is also a need 
to respond to the challenges and opportunities, that the global markets offer in the 
liberalized trade regime. He contended that to provide benefit to the farmers exists a 
pertinent need to strengthen the internal agricultural marketing system in the 
country. The study also analyzed various successful models of direct marketing like 
Rythu Bazaars, Apni Mandi, Uzhavar Santhai, and Shetkari Bazaars and focused on 
the impact of farmer's markets on producers. The study recommends linlcing 
farmers through contract farming and concludes by saying that these "Value 
addition to the Agri. products" would go a long way in building a very firm rural 
base for a stable e-commerce, export and also for exploring the local market itself. 
Gandhi (2005) undertook a study entitled 'Institutional Aspects of Agro-Processing 
and Value Addition for Rural and Small Farmer Development in India: a Study of 
the Issues and Lessons'. He focused on agro-industries being given high priority in 
29 
the economic development of rural sector in India and important role played by 
them in bringing value-addition to agricultural output, and increasing rural incomes 
and employment. The study focused on the large number of difficulties and bottle-
necks (such as raw materials, supply-chain, obsolete technology, marketing and 
financial support) that exist in their growth, and the kind of institutional and 
organizational arrangements/models that are appropriate for overcoming the 
problems of rural masses, and maximizing their contribution to the rural and small 
farmer development. The study highlights the substantial contribution that agro-
industries make to employment and income generation which, however, is 
dependent on their benefits to rural and small farmer development. He studied the 
different organizational models that have been tried in India to meet these 
challenges and also to contribute to development. He concludes that there exists 
significant strengths in the cooperative model and the multinational-farmers 
partnership model, which is more successful and sustainable. He also concludes that 
processing and marketing challenges, however, require use of modem technology 
and professional management, and must be geared to the competitive and changing 
market for the success of the agro-industry. 
Chandra Shekara (2003) focusses on the third Wave in Indian agriculture and 
introduces the concept of agriclinics and agribusiness centres scheme. This paper 
concludes that farmers today are dependent and unhappy, as they have to depend on 
multiple players (that is seed, fertilizer, pesticide, machinery, companies, traders, 
processors and government policies)in order to increase his profit to meet the 
growing demands from the same piece of land. The unfavourable natural 
conditions, market fluctuations, changing consumer demands and issues like WTO 
is further making agriculture uncertain and adding to their woes. Also, owing to 
shrinking public extension and Private - Public Partnership (PPP) yet to fully 
materialize, the extension gap is widening. To bridge this gap, using a large pool of 
unemployed agriculture graduates, this wave of agripreneurship is emerging and is 
certain to make the impact at farmers' level. To see the larger success under the 
scheme, pohcy support from central and state government, networking with 
agribusiness companies and Non-Governmental Organizations (NGOs), co-
operation of bankers will play a very important role. 
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Bareth and Sarkar(2003) studied the role of opinion leaders in rural development 
and community advancement. The study highlighted the rapid changes being 
witnessed in agricultural processes and rural upliftment as a consequence of 
modernization and technological advancement in agriculture. They conclude that a 
great deal of persuasion is required to bring in a change in attitude and perception, 
motivation and learning abihties for the rural population (farmers) to motivate them 
to adopt modem technology. They contend that agricultural practices and process as 
well as incorporation of norms and values of modern social order into their social 
system and religious observance is called for, opinion leaders' role becomes crucial. 
The paper concludes that constant and continuous efforts and persuasion is needed 
on the part of such change agents in order to make the common farmers awakened 
to the application and adoption of the modern agricultural technology through 
gradual change in their traditional belief system and elevation of their level of 
confidence packages and practices. 
Sing et al., (2003) studied the motivational levels of agricultural officials with the 
objective of identifying the factors influencing the agricultural information 
management behaviour of farmers. The study highlights the constraints in the 
process of agricultural information management by the farmers and elicits 
suggestions to overcome them. The paper concludes that unless information is 
communicated clearly (which is significant economically, socially or aesthetically) 
to the needs, interests and values of the fanners they cannot utilize the information. 
Kumar (2006) studied the reasons for farmers' suicides in Andhra Pradesh with the 
objective of assessing the role of the rural political institutions in addressing the 
crisis. The paper emphasized on the need for the political community and political 
institutions at the grass roots levels to address and respond to the situation as they 
are institutions in the immediate reach of the small and marginal farmers. The 
objective was also to find out the response of the rural institutions. The paper also 
addressed the question of the policy processes in the rural governance in the state of 
Andhra Pradesh and attempted to suggest how the involvement of rural institutional 
structures in addressing the farmer's suicides can help alleviate the situation. 
Inference drawn from the review of the above studies: The relationship between 
the farmer and the controlling forces is undergoing considerable change in the 
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recent times, and thus many schemes have been sponsored by the union and state 
governments with the primary objective of supplementing public extension efforts, 
providing specialized extension services and, also creating employment 
opportunities. 
2.5 Studies on Agri-Marketing and Agri-Food Supply Chiains 
Bacarin et al., (2008) studied agricultural supply chains to understand how they are 
strictly regulated to ensure food safety and multi-level traceability. The paper 
focusses on a framework that addresses the problems arising out of contracts in 
such chains that need sophisticated specification and management of chain agents 
to ensure auditability. The framework is centered on three elements that support and 
manage agent interactions: contracts, coordination plans (i.e., business processes), 
and regulations (i.e., business rules). According to the study, the main contributions 
are (1) a contract model suitable for agricultural supply chains, (2) a negotiation 
protocol able to produce contracts, and (3) negotiation implementation via Web 
services. Feenstra and Lewis (1999) found that farmers' markets offer the producers 
opportunities to expand their businesses by developing new market venues 
(including community-supported agriculture, institutional food buyers and 
government food programs) creating value-added products; and making 
connections with the agritourism industry. They conclude that the size and location 
of host communities contribute different kinds of business expansion opportunities 
and markets in rural areas offer some of the strongest community support to 
vendors and link them with the tourist industry. They also contend that managers 
can help growers capitalize on these opportunities through the rapport and 
connections they develop with community businesses, associations and institutions. 
Mohtadi and Kinsey (2005) studied the importance of information exchange and 
strategic behavior in supply chains to demonstrate how IT facilitates information 
exchange between retailers and suppliers in the food industry. They used game 
theory to analyze information strategies under uncertainty. They concluded that 
retailers either withhold valuable sales data from suppliers (even if this means less 
supply coordination) or a revealed equilibrium exists where supphers learn about 
retailers' market data despite retailers' withholding of such data. 
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Chengappa (2005) in his study focused on the increasing importance of agricultural 
marketing in the current times, especially in the context of economic liberalization 
and globalization. He probes into the inefficiency of the marketing system and also 
reviews the institutional developments in agricultural marketing in the country and 
assesses their efficiency and adequacy in the present economic and agricultural 
scenario. The study concludes that the regulated market model is in vogue in India 
for more than a century and will continue for many more years. He further 
concludes that the efforts have been to regulate the trading practices, especially 
buying and selling and to some extent, standardization and grading. He advocates 
that in the changed global scenario emphasis should be on the performance of all 
marketing functions and therefore all-out effort should be made by providing 
required infrastructure, price transmission and policy support to the agricultural 
markets. He further suggests that an increase in public investment is desired for the 
development of market infrastructure. He suggests that the government should 
come up with a comprehensive policy framework to encourage private investment 
under the systems of 'build, own and operate', 'build, own, operate and transfer' 
(BOOT), etc. for the development of rural marketing infrastructure. 
Viswanadham (2006) looked at apart from the other things the inefficiency because 
of the existence of several intermediaries and manual handling in the supply chain 
that connects the vast natural resources and the farmers to both the organized as 
well as the unorganized retail which results in wastage of as much as 30 percent and 
also being less remunerative for the farmers. The study concluded that there is no 
supply chain integrator or channel master for Indian retail channels. It further 
concludes that though agriculture that has been a part of the Indian rural life for a 
long time has changed little over the decades with very little attention for value 
added agriculture in the entire country, research on improving the farm 
productivity, pre-harvesting, post-harvest methodologies, processed food product 
development, packaging, distribution, transport, cold chain, store management, 
warehouse management and the entire supply chain management are very much 
neglected both by the central and state governments and also by the corporates. 
Also the efficient operations of high volume retail supply chains are dependent on 
the availability of supply chain assets such as containers, pallets, racks, cages, totes, 
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trays, trucks and trailers to meet the day-to-day operational needs of the retailer in 
supplier depots, retail distribution centers and retail stores. The paper also 
concluded that the farm-to-shop supply chain is fragmented, inefficient and has no 
supply chain integrator, and therefore there is a need to make the supply chain 
integrated, efficient and customer centric. He suggests that farmers should produce 
fruits and vegetables etc. with increased shelf life and international appeal and for 
food processing rather than for raw consumption. 
Sudha and Gajanana (2005) reviewed the developments and performance of 
agricultural marketing institutions in India with a focus on horticultural sector. The 
objective of the study was to examine the mechanism to link production with 
consumption. They conclude that though India has achieved a comparative 
advantage and self-sufficiency in the production of a number of agricultural crops, 
yet the predominance of pre-harvest contractor and commission agent as an 
important marketing channel continues till date; institutional innovations 
integrating production with marketing and trade are yet to emerge; and institutions 
integrating small farmers with domestic and international markets (with a focus on 
value addition) are non-existent. They highlight that there exists a gap with respect 
to marketing and postharvest handling of agricultural produce in India. They further 
conclude that direct interventions in agricultural markets by the government have 
been an important mechanism for improving marketing efficiency and these 
interventions have been through a number of agencies, which have evolved over a 
period of time. They contend that the impact of these efforts has been mixed and 
efforts to improve the efficiency of agricultural marketing institutions are still being 
pursued on a high priority. They identified that the weakest link has been the 
inability to integrate production with marketing and processing for achieving the 
ultimate objective of improving access of small producers to expanding markets 
and trade. 
Taylor (2006) in his work entitled 'Demand management in agri-food supply chains 
- An analysis of the characteristics and problems and a framework for 
improvement' reviewed the research that has been carried out in six UK agri-food 
chains, each spanning the entire chain from farm production to consumer. The focus 
of his study was on demand management practices and systems. The methodology 
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was case based. The research concluded that demand management is an area, which 
in practice is beset by difficulties and inefficiencies, which in turn affect the 
operational performance of the supply chains. An analysis of the characteristics of 
demand along the chains demonstrated a propensity for misalignment of demand 
and activity due to issues such as demand amplification and inappropriate 
production policies. The study also identified a number of operational inefficiencies 
and inconsistencies, which typically occur in the information systems and data 
handling procedures within these chains. 
Jain et al. (2008) studied the increase in agricultural production post the green 
revolution. They observe that one of the prevalent channels in marketing of 
agricultural produce in India has been through the middlemen and traders and the 
introduction of Regulatory Market Act in India has changed the scenario of 
marketing of agricultural products but did not have significant impact and the 
farmers are still dependent on middlemen to sell their produce because farmers do 
not have keeping and storage capacity. Also the present market mechanism does not 
have any competition among the middlemen (artees). The study suggests the 
involvement of unemployed rural youths in the marketing system to minimize 
margin of middlemen. They also suggest training of the farmers and the rural 
youths in modern marketing mechanism for higher farm income and generation of 
employment by way of direct marketing. This work is aimed at helping extension 
agencies and farmers learn about the concept of direct marketing. 
Kitchen (1949) analyzed the growth of wholesale distribution of fresh fruits and 
vegetables. He suggests that the development has been concurrently with and 
largely as a result of the development of protective transportation services by 
railway in America. He stresses its importance in the context of the fact that fresh 
fruits and vegetables are delivered to the consumer in an average of twenty-one 
days after harvesting. The system of distribution under which they are marketed is 
both vast and complex which increases more because the commodities are 
themselves both highly perishable and highly complex as to varieties, grades, brand 
names, and sizes or because of the seasonal nature of most fresh fruits and 
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vegetables apart from a host of other factors. Further comphcations arise when 
certain areas come into production either earlier or later than anticipated, causing 
gluts or famines. The study concludes that practitioners of the future should focus 
on developing scientific marketing and suggests that one such frontier is the more 
efficient handling of fresh fruits and vegetables by retailers. 
Anupindi (2003) undertook a case study of ITC's e-choupal initiative and reviewed 
how international Business Division (IBD) of the ITC has created an IT-enabled 
rural channel (called e-choupal) that today touches 2500 villages. He suggests that 
the primary objective of this channel is to drive enormous efficiency in the 
procurement of commodities resulting in value creation for both the company and 
the farmer. Farmers benefitted from more accurate weighing, faster processing 
time, and prompt payment, and from access to a wide range of information, 
including accurate market price knowledge, and market trends, which help them 
decide when, where, and at what price to sell, which were not achievable through 
the mandi system. He demonstrated how through the e-Choupal model a large 
corporation could play a major role in recognizing markets and increasing the 
efficiency of an agricultural system, and create a win-win situation for farmers, 
rural communities, and shareholders. The case also shows the key role of IT which 
was created and maintained by a corporation, but used by local farmers in helping 
bring about transparency, increased access to information, and rural transformation. 
He further concludes that ITC's extensive knowledge of agriculture, the effort ITC 
has made to retain many aspects of the existing production system (including 
maintenance of local partners), the company's commitment to transparency, and the 
respect and fairness with which both farmers and local partners are treated have all 
contributed to the success of e-choupal. 
In another case study on the impact of JTC's e-Choupal on rural India Garg et. al. 
(2008) studied the impact of e-Choupals which bypassed the old mandi system and 
purchased the produce directly from the farmers. e-Choupal was conceived by 
ITC's International Business Division as a more efficient supply chain which aimed 
at delivering value to its customers around the world on a sustainable basis. The 
study also focusses on the working of e-Choupals and the benefits that farmers have 
got from e-Choupals. The objective of the study was to identify farmers attitudes 
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towards e-Choupals and the extent of empowerment of farmers by e-Choupal. The 
study concludes that the e-Choupal initiative provides the power of expert 
knowledge to even the smallest individual farmer. 
Mukhopadhyay and Chakrabarti (2009) studied the innovations that could link 
Farmers to Markets. The study was focused on innovations in India. They 
concluded that to achieve steady growth in food production and to create non-farm 
employment opportunities in the rural sector, diversification of agriculture is 
required. They conclude that to ensure that our agricultural produce find national 
and international markets and fetch remunerative prices to the farmers, a huge 
investment in agriculture and infrastructural facilities is needed. He suggests the 
entry of private sector (in agribusiness and allied industries) with the government 
acting as a mediator of the relationship between the farmers and the business 
houses. They argue that high valued agriculture, particularly horticultural products 
such as fruits and vegetables have a unique role to play in poverty eradication and 
food security in both urban and rural areas of developing countries. To achieve 
these smallholder farmers should be included in the new horticultural products and 
new market opportunities both regionally and internationally. They also concluded 
that India's socio-economic, geo-political and agro-climatic diversity demand 
regional and situation specific arrangements for the farmers' inclusion in the supply 
chains where small farmers can manage their own resources most efficiently. They 
also advocate intervention to disseminate loiowledge of domestic and export 
markets awareness among the farmers and ensure access of the small-scale farmers 
so that they can reap better price of their products. They suggest the role of 
Government and private sector to provide the basic infrastructural facilities like, 
better roads, post-harvest cold storages facilities etc. for an efficient input-output 
delivery mechanism. They also argue that the research institutions should provide 
necessary quality seeds as well as agro-climate specific scientific knowledge of 
fanning to the farmers, especially the small farmers. They conclude that in the 
changed setup small-holders will be linked with markets and thereby an improved 
income stream in the hands of the rural masses can be ensured. 
Pal et al., (2005) in their paper study the impact of trade liberalization and 
integration of developing economies with rest of the world. They conclude that 
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such changes have opened new avenues for growth, but have also exposed the 
domestic systems to intense competition and a new regime of incentives and 
institutions is emerging. They further conclude that there is a greater reliance on 
market forces, and competition and incentives are largely going to be influenced by 
trends in the world markets. The study throws light on the need of efficient 
organizations to hnk the domestic system with the world market, and a highly 
developed information system to monitor developments in the world markets and 
provide right signals for efficient organization of economic activities and allocation 
of resources. It reckons that to achieve further growth in agriculture, productivity 
has to be increased, which is possible only through accelerated development and 
dissemination of improved technologies. They suggest the participation of private 
sector in agricultural R&D. They advocate that besides technological 
advancements, supporting institutions like credit, land reforms, etc., as well as 
incentives like prices, are of paramount importance for technology-led growth in 
agriculture. 
Prasaima (2005) studied the various roles of institutions in rural and agricultural 
development. She concluded that emergence of new institutions in agricultural 
production is attributable to the firms' interest to assure timely delivery and compliance 
with quality and safety standards for agro-exports together with policy, market and 
factor distribution context. The study reviewed the application of institutional theories 
in selected areas of agricultural development, viz. marketing and trade, technology 
development and adoption, sustainable resource use, poverty alleviation and growth in 
rural areas. 
Acharya in his study entitled 'Analytical Framework for Review of Agricultural 
Marketing Institutions' undertook a critical review of institutional framework for Indian 
agriculture in terms of both rules and organizational structure. The study concludes that 
the institutional framework for agricultural marketing is important as these institutions 
regulate the market conduct, structure and hence, the performance (efficiency) and in 
the Indian context, these include regulation of primary agricultural produce markets; 
and legal and regulatory provisions relating to storage, transportation, packaging, 
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processing, buying/selling and quality specifications. He further concludes that in the 
context of changes in the economic environment, owing to the liberalization, 
privatization and globalization initiatives, there is a need to review the role as well as 
rationale of many components of the agricultural marketing institutional framework 
that have evolved over the years. 
Sensi et al. (2008) in their research undertook a study of supply in the beverage sector 
using an advanced Modelling and Simulation-based approach. It reviewed starting from 
the actual supply chain configuration and proposed a detailed study of the inventory 
systems. They conclude that the test of a comprehensive set of different operative 
scenarios, in terms of customers' demand intensity, customers' demand variability and 
lead times, becomes a powerful tool for inventory systems analysis along the supply 
chain. The main objective of the study was to compare the actual supply chain 
configuration with optimistic and pessimistic scenarios. It focused on the behaviour of 
different inventory control policies and optimizing the inventory system of each supply 
chain node. They concluded that there is a requirement of the need for the 
implementation of an advanced simulation model supported by a well-planned 
experimental design. The study also aimed at underlining the research effort for 
conceptuaOzing, modelling, validating and simulating a real stochastic supply chain. 
Salin (1998) studied the importance of IT in Agri-Food Supply Chains. He 
acknowledges that high-tech information systems can offer competitive advantages to 
agri-food firms when the systems support a supply chain strategy that suits the demand 
for the product. He concludes that the right kind of supply chain depends on the 
product and therefore it is important to categorize the product as 'functional' or 
'innovative'. Agri-food supply chain therefore has to do a lot with food quality and 
safety. Also with the supply dependent on weather, the supply chain management in the 
case of agri-products has to be distinctly different from that of the product-based 
approach strategy adopted generally by manufacturing units. 
Saravanan and Gowda(2003) focus on the complex situation that Indian agriculture is 
facing in this era of globalization and liberalization. The objective of the study was to 
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identify areas wherefrom one can gain or lose in contract farming. They identify the 
factors that affect the growth of agricultural sector and implications of contract farming 
in India. They conclude that these factors are farm technology transfer, farm inputs, 
seasonal production, market information and intelligence, storage and postharvest 
processing, government policy support, and WTO. Their study highlights the various 
advantages of contract farming and also focus on the limitations of contract farming. 
The paper concludes that the increasing role played by the private sector in the farm 
sector in recent years is avoidable as contract farming by private sector may cause some 
undesirable implications in Indian agriculture. 
Inference drawn from the review of the above studies: IT has been used successfully 
in many markets and also by big corporate houses like ITC. However, the use of IT in 
Rythu Bazaars is at a very nascent stage and would require a lot of improvement for 
better exchange of information between the suppliers, facilitators and the consumers. 
The existing marketing inefficiencies have also been highlighted which needs to be 
addressed. Also, development of marketing infrastructure has been advocated. 
2,5 Gap Identification 
It can be concluded from the review of the above mentioned studies that most 
researchers have focused on finding reasons for consumers' preference for 
purchasing from farmers' markets. Past studies have focused on perception of 
consumers about farmers' markets. They have also focused on the role of 
government in providing support to farmers in different ways. Some studies have 
also focused on the implementation of IT to make these markets more efficient. 
From the review of the mentioned studies, the following gaps were identified: 
1. No study has studied the supply chain of farmers' markets in India. 
2. No study has sought to identify factors which would bring about process 
improvement from the supply chain point of view. 
3. No study has explored opportunities for increased earnings of the farmers. 
4. No study has made a comprehensive attempt to look at improving the 
functioning of these markets from all the stakeholders' point of view. 
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5. No study has looked at the requirements/expectations of the farmers 
operating from Rythu Bazaars. 
6. No study has looked at the requirements/expectations of the consumers 
purchasing vegetables from these markets. 
This study is undertaken with the primary objective of studying the operations of 
Rythu Bazaars with the motive of increasing the earnings of the farmers. 
Chapter 3 Research Methodology 
CHAPTER THREE 
RESEARCH METHODOLOGY 
This chapter presents in detail the methodology adopted for carrying out the 
research. It is organized into twelve (12) sections. It begins with an introduction 
that revolves around the theme of research, followed by problem statement which 
the research seeks to answer. The scope of the study, data sources and the research 
objective follow. The variables of the supply chain of Rythu Bazaars are then taken 
up in the next section which is followed by the hypotheses. Then the chapter delves 
into research design, questionnaire development, and the actual administration of 
the questionnaires. The tools used for analyzing the data obtained through the 
survey are then mentioned, and the chapter concludes with a mention of the 
limitations of this study. 
3.1 Introduction 
The central purpose of this chapter is to define the research problems concerning 
the benefits that farmers and consumers have received from Rythu Bazaars, the 
farmers' markets in Andhra Pradesh and to provide the core methodological review 
undertaken in this research and a framework for analysis. Methodology plays a very 
important role in any research work. The effectiveness of a research work depends 
entirely on the correctness of selecting of research method. It is the plan which 
incorporates the whole of the procedure that has been followed to carry out the 
project work. The methodology is comprised of qualitative and quantitative 
techniques to achieve the research goal and objectives. The flow chart given in 
figure 3.1 depicts the research methodology adapted - from problem statement to 
finding the objectives of the study, sources of data, identifying the variables of 
supply chain to be studied, research hypotheses, research design, questionnaire 
development and administration, and analyzing the data using statistical tools. 
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Figure 3.1 Flow Chart depicting the Research Methodology 
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3. 2 Problem Statement 
A committee from European countries undertook a survey of some of the traditional 
markets of Tamilnadu and observed that farmers were seUing their produce at very 
cheap rates and they noted that there were instances when they had even failed to 
take their produce to the markets, and had to dump them into the field. This was 
because they were not able to realize even the labour cost for harvesting (Salim et. 
al, 2008). 
In this backdrop, it becomes pertinent to suggest improvement in the supply chain 
with the purpose of increasing revenue generation of the farmers, with specific 
reference to the farmers operating from Rythu Bazaars. The research problem is 
focused on identification of ways and means to increase benefits (income and 
additional support) of farmers operating at Rythu Bazaars. 
Therefore the problem areas that this research identifies and the related questions 
that it seeks to answer are as follows: 
Research Question 1: 
Whether the farmers have benefited since operating from the Rythu Bazaars in 
Andhra Pradesh? 
Research Question 2: 
Whether the consumers have benefited since purchasing vegetables from the 
Rythu Bazaars in Andhra Pradesh? 
Research question 3: 
Are there any deficiencies existing in the system which if addressed will have 
the potential to further benefit the farmers? 
Research question 4: 
What should be done to improve the process so that both farmers and 
consumers will get more advantages from Rythu Bazaars? 
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Research question 5: 
Is there a possibility of identifying and adopting a model that if implemented 
could result in benefitting the existing stakeholders, especially the farmers with 
respect to a potential increase in their earnings. 
3.3 The Objectives of the Study 
With the problem statement in mind the research objectives were laid down as: 
1. Study the operations of Rythu Bazaars. 
2. Identify the inefficiencies in the existing system. 
3. Recommend suggestions to address the inefficiencies. 
4. Identify the driving forces for farmers for doing business from Rythu 
Bazaars and study their level of satisfaction. 
5. Identify the driving forces for consumers to purchase vegetables 
from Rythu Bazaars vis-a-vis the other marketing channel - the 
supermarket stores and study their level of satisfaction 
3.4 Scope of the Study 
The study covers not only the farmers, and Estate Officers who are associated with 
these markets but also the consumers who purchase their vegetables from these 
markets. This research is limited to the study of the development and operations of 
Rythu Bazaars, the farmers markets of Andhra Pradesh only. 
3.5 Sources of Data 
Primary data has been collected through the use of a structured questionnaire. There 
were three different sets of questionnaires used - of farmers, consumers and 
administrators (Estate Officers) of Rythu Bazaars. The farmers' questionnaire tried 
to assess the satisfaction level of fanners, while the questionnaire of the consumers 
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tried to assess the same for the consumers. For both, a five point Likert scale was 
used. 
A structured questionnaire was also used for the Estate Officers. This was 
supplemented by an interview wherein they shared the various reports that their 
office generated for record keeping. Government agencies like the Andhra Pradesh 
Agricultural Marketing Department has also been visited and various "touch 
points" in the process of the vegetables movement observed and the required 
observations noted. Secondary sources have also been be used for the study. 
Therefore the methodology is a mix of quantitative and qualitative technique with 
the survey and interviews generating simple quantitative data. Qualitative methods 
include conducting questionnaires, and interviews. 
3.6 Identification of Variables of SCM to be addressed 
As is mentioned in section 1.1, the business sector approach to logistics developed 
into inbound logistics (materials management to support manufacturing) and 
outbound logistics (physical distribution to support marketing) during the 1970s 
and 1980s. Equipped with this knowledge and with reference to Integrated 
Logistics Management Model suggested by Center for Supply Chain Research, 
Perm State University we find that demand, purchasing, production planning, 
manufacturing inventory, and materials form a part of the inbound logistics. 
Similarly finished good, distribution, order processing, transportation, and customer 
service form the outbound logistics. 
In hght of the above, the major aspects of supply chain that have been covered in 
the study are transportation, and material handling (inbound logistics), and storage, 
order processing, distribution planning, customer service and informafion system 
(outbound logistics) (please refer to figure 3.2). This has been primarily derived 
from figure 1.3 on Integrated Logistics Management. 
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3.7 Research Hypothesis 
In the case of farmers the hypotheses are 
Hypothesis 1 
HO: Income of farmers has not increased since operating in Rythu Bazaars. 
HI: Income of farmers has increased since operating in Rythu Bazaars. 
Hypothesis 2 
HO: The farmers have not benefitted on account of assurance of fixed 
income since operating from Rythu Bazaars 
HI: The farmers have benefitted on account of assurance of fixed income 
since operating from Rythu Bazaars 
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Hypothesis 3 
HO: The farmers have not benefitted on account of immediate cash 
reahzation since operating from Rythu Bazaars 
HI: The farmers have benefitted on account of immediate cash realization 
since operating from Rythu Bazaars 
Hypothesis 4 
HO: The farmers have not benefitted on account of receiving higher rates of 
vegetables since operating from Rythu Bazaars 
HI: The farmers have benefitted on account receiving of higher rates of 
vegetables since operating from Rythu Bazaars 
Hypothesis 5 
HO: The farmers have not benefitted on account of the location of the 
bazaars 
HI: The farmers have benefitted on account of the location of the bazaars 
Hypothesis 6 
HO: The farmers have not benefitted on account of the storage facility of the 
bazaars 
HI: The farmers have benefitted on account of the storage facility of the 
bazaars 
In the case of consumers the hypotheses are 
Hypothesis 7 
HO: The consumers did not benefit since purchasing vegetables from Rythu 
Bazaars. 
HI: The consumers did benefit since purchasing vegetables from Rythu 
Bazaars. 
Hypothesis 8 
HO: The consumers have not benefitted on account of the quahty of products 
since purchasing vegetables from Rythu Bazaars 
HI: The consumers have benefitted on account of the quahty of products 
since purchasing vegetables from Rythu Bazaars 
Hypothesis 9 
HO: The consumers have not benefitted on account of the variety of products 
since purchasing vegetables from Rythu Bazaars 
HI: The consumers have benefitted on account of the variety of products 
since purchasing vegetables from Rythu Bazaars 
Hypothesis 10 
HO: The consumers have not benefitted on account of the price of products 
since purchasing vegetables from Rythu Bazaars 
HI: The consumers have benefitted on account of the price of products since 
purchasing vegetables from Rythu Bazaars 
Hypothesis 11 
HO: The consumers have not benefitted on account of the convenience of 
purchasing vegetables since they started purchasing vegetables from Rythu 
Bazaars 
HI: The consumers have benefitted on account of the convenience of 




HO: The consumers have not benefitted on account of the consistency of 
available products since they started purchasing vegetables from Rythu 
Bazaars 
HI: The consumers have benefitted on account of the consistency of 
available products since they started purchasing vegetables from Rythu 
Bazaars 
Hypothesis 13 
HO: The consumers have not benefitted on account of good service since 
they started purchasing vegetables from Rythu Bazaars 
HI: The consumers have benefitted on account of good service since they 
started purchasing vegetables from Rythu Bazaars 
3.8 Research Design 
The research is exploratory in nature. The exploratory research design consists of a 
mix of quantitative and qualitative techniques from conducting questionnaires 
(planl), and detailed interviews (plan 2), to referring secondary sources like 
journals, books, websites etc. The three-tier methodology is best fitted to the action 
research model since there is a lack of literature with respect to supply chain 
management for increase of revenue generation of fanners operating from Rythu 
Bazaars in the state of Andhra Pradesh. 
3.8.1 Sample Selection 
The process of selection of sample was sequential (i.e., in stages). In the first stage, 
the Rythu Bazaars were selected purely based on convenience. In the second stage, 
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the farmers, consumers and Estate Officers were selected from these Rythu 
Bazaars. The sampling technique used for their selection was judgemental. 
3.8.1.1 Selection of Rythu Bazaars 
There are in all 96 Rythu Bazaars operating in the state of Andhra Pradesh. This 
constituted the population. Nine Rythu Bazaars were selected primarily based on 
the convenience of the researcher. There exists 2 Rythu Bazaars in Hyderabad and 7 
at Rangareddy District. The Rythu Bazaars in Hyderabad are at Erragada, and 
Falaknama, while the ones in Rangareddy are at Mehdipatnam, Kukatpally, 
Sarooraagar, Vanasthalipuram, QutubuUahpur, Alwal and Ramakrishnapuram. Out 
of these 9 Rythu Bazaars, survey has been done at seven which are Erragada, 
Mehdipatnam, Kukatpally, Vanasthalipuram, QutubuUahpur, Alwal and 
Ramakrishnapuram, that is 1 from Hyderabad and 6 from Rangareddy District. 
Apart from these 7 Rythu Bazaars from Hyderabad and Rangareddy districts, one 
each from Vijaywada and Visakhapatnam (two other prominent cities of Andhra 
Pradesh) were also surveyed. The market yards surveyed at Vijaywada is at 
Kedareshwari Peta and the one in Visakhapatnam is at Seethammadhara. 
3.8.1.2 Selection of Farmers 
The farmers coming to these select Rythu Bazaars formed the population. In all 500 
farmers were selected by visiting different Rythu Bazaars on different days. 
3.8.1.3 Selection of Consumers 
The consumers coming to these select Rythu Bazaars fonned the population. A total 
of 370 questionnaires were distributed to customers at those 9 markets on different 
days. 
3.8.1.4 Selection of Estate Officers 
The Estate Officers of these select Rythu Bazaars formed the population. 4 Estate 
Officer's responded and the data from their response have been used in this study. 
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3.9 Questionnaire Development 
The investigations comprised of tliree questionnaire surveys - of farmers, 
consumers and Estate Officers. The farmers' questionnaire comprised of three parts 
A to C with a judicious mix of close ended and open ended questions, questions 
where the respondents had to rate their satisfaction levels on an ordered, one-
dimensional five point Likert scale from which respondents had to choose one 
option that best aligns with their view. Part A, comprising of 25 questions was 
aimed at understanding the Rythu Bazaar and the support that the farmers receive 
from the bazaars in terms of transportations, infrastructure, rates etc. Part B 
attempts to find the satisfaction level for various services and facilities provided at 
the Rythu Bazaars based on their experience of being a member of these markets. 
Fanners were asked to indicate their satisfaction level on 25 parameters by putting a 
tick mark (V) on a five point Likert scale where "1 meant Highly Dissatisfied", "2 
Moderately Dissatisfied", "3 Neutral", "4 Moderately Satisfied" and "5 meant 
Highly Satisfied". Part C of the questionnaire, aimed at finding out personal details 
of the farmers, had in all 12 questions. The primary purpose of this part was to 
understand about the farmers' education, family background, annual family 
earnings, land that they hold, whether the land is under mortgage or not. 
The Consumers' survey was done primarily to find the demographic characteristics 
of the consumers that visit these markets. The consumers' survey containing in all 
13 questions, and like the farmers' survey, it was also a mix of close ended and 
open ended questions, and multiple choice questions with a five point Likert scale 
from which respondents had to choose one option that best aligns with their view. 
Based on the response received, study was done to find if there existed a possibility 
of understanding the reasons why consumers come to these markets and which of 
the characteristics play a significant role in determining the kind of consumers that 
prefer supermarkets over the Rythu Bazaars. This would help the Andhra Pradesh 
Directorate of Marketing concentrate on the right kind of target segment to ensure 
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that they feel more attracted towards Rythu Bazaars. Questions were also asked on 
the consumers' further expectations from the Rythu Bazaars to make doing business 
more attractive. 
Apart from these two stakeholders, the views of Estate Officers was also taken to 
identify factors for success of Rythu Bazaars through a structured questionnaire 
comprising of 30 questions. The idea was to get an insight into the working of the 
Rythu Bazaars and identify the administrative support that the farmers get from 
these administrators. 
3.9.1 PUot Study 
To test the feasibility of the study, a pilot study has been used before launching the 
larger research design. The pilot study in the current research was done with a 
sample size of 20 each for the fanners' survey and consumers' survey. The pilot 
study was done to conduct a preliminary analysis before the full-blown study was 
started. The results of the pilot study helped design the questionnaire to help meet 
the research objective. 
3.10 Questionnaire Administration 
As has been mentioned earlier all the stakeholders of Rythu Bazaars have been 
surveyed for this study. The first survey was the farmers' survey. A total of 500 
questionnaires were distributed, out of which we received the response from 329 
fanners. After going through the data we found 250 usable which have been 
considered for this study. Therefore the response rate is 75.98 percent which is 
acceptable. A response rate of 25 percent is considered desirable for survey findings 
(Yu and Cooper, 1983; Malhotra and Grover, 1998) 
The second survey that was conducted was the consumers' survey. Consumers have 
been surveyed in the same Rythu Bazaars. A total of 370 questionnaires were 
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distributed randomly to customers at those 9 marlcets. The response rate was 53.5% 
percent as for the purpose of this study 198 questionnaires were found to be usable 
and were analyzed. This is acceptable for a field survey (Yu and Cooper, 1983; 
Malhotra and Grover, 1998). The third survey was the Estate Officer's survey, 
targeting the Estate Officers from the same Rythu Bazaars. However, only 4 Estate 
Officer's responded, and the data from their response has been used in this study. 
3.11 Tools of Analysis 
• Binomial Statistical test has been used to test the hypotheses. 
• Factor Analysis method has been used in identifying the driving forces 
(farmers and consumers end) which runs Rythu Bazaars. 
• A Canonical Correlation method has been used in identifying the prime 
factors which will be helpful for the Rythu Bazaars administrations in 
bringing more buyers and sellers at Rythu Bazaars and thereby helping 
improve the earnings of the farmer. 
• Logit Regression has been used to examine consumer preferences among 
Rythu Bazaars and super markets have. 
3.12 Limitations of the Study 
The study may suffer the following limitations: 
• Since a large majority of the farmers are not educated, therefore the degree 
of reliability of their response need not be always correct. 
• The quality of primary data collected is subject to the level of cooperation of 
the respondents. 
• The study was limited to the farmers trading in the 7 Rythu Bazaars of 
Hyderabad and Rangareddy district and 1 each from Vijaywada and 
Visakhapatnam. 
• The sample size, being small any conclusions drawn, therefore may lead to 
variations. 
• The data collected may suffer from the time constraints, as a certain period 
has been taken into consideration for the study. 
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Chapter 4 Rythu Bazaar - The Case Study 
CHAPTER FOUR 
RYTHU BAZAAR - THE CASE STUDY 
Case studies are a valuable way of looking at the world around us and asking how 
and why questions. (Yin, 1994) 
4.1 Introduction to Rythu Bazaars 
In the words of Chorney, (2002), "In the Market is life, vitality, health, abundance, 
grit, prime produce, colour. In Markets lie the thick of things, sociability, the throb 
of human community. They provide links with the past and all indications suggest 
that Farmers' Market networks will create far-reaching and revolutionary changes 
in the ways we shop and eat - alterations that will affect agriculture's future." 
Rythu Bazaar, the farmers' market was a social initiative started by Chandrababu 
Naidu in 1999, when he was the Chief Minister of the state of Andhra Pradesh. The 
principal objective of Rythu Bazaar is to help farmers bring and sell their produce 
without the involvement of any middleman or marketing intermediary. Rythu means 
Farmer in Telugu (the local language of Andhra Pradesh in India). Bazaar stands for 
the Persian word bazar, the etymology of which goes back to the Pahlavi word 
baha-char (j^^^), meaning "the place of prices". The process of reaching to the 
customers is very unique and requires efficient transportation, storage and bulk 
handling capabilities. The products cultivated on the farmers' yard have to be 
economical and farm fresh. 
4.1.1 Rythu Bazaars - Genesis 
The concept of Rythu Bazaar originated from Kal Ghoj, farmers' market of Russia. 
In the late eighties, MS Gill, the then Union Agricultural Secretary, impressed by 
the concept of Kal Ghoj adopted it in the states of Punjab and Haryana. Thus Apna 
Mandi was born. Seeing the success of Apna Mandi, the state governments of 
Andhra Pradesh, Tamilnadu, Maharashtra, and Orissa started Rythu Bazaar, 
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Uzhavar Sandhais, Shetkari Bazaars, and Krushak Bazaars respectively. The central 
idea of these farmers' markets was to eliminate middlemen and provide a platform 
for the direct interaction between farmers and consumers. The farmers are greatly 
benefited by this kind of business since they sell directly to the customers and do 
not pay any commission to the agents. The customers are also happy to get good 
quality produce at best prices. 
4.1.2 Relevance of Establishment of Rythu Bazaars in Andhra Pradesh 
The state of Andhra Pradesh was formed in the year 1953 separating certain districts 
from the erstwhile composite Madras state, with State Capital at Kumool. Later the 
state of Andhra Pradesh was created with effect from November 01, 1956 merging the 
Telangana districts situated in the Deccan plateau and delineating Bellary area which 
eventually merged with Kamataka state. The state comprised of 23 districts - 10 in the 
coastal part of the state, 4 in Rayalaseema and 9 in Telangana. Andhra Pradesh is the 
5* largest state in the Indian Union both in terms of geographical area and population 
comprising of 23 districts 1,105 revenue mandals, 29,994 villages spreading over 
2,76,814 sq.km. 
The state has a tropical climate with moderate diffusion to subtropical weather. Humid 
to semi-humid conditions prevail in the coastal area while arid to semiarid situations 
pronounce in the interior parts of the state, particularly Rayalaseema and some districts 
of Telangana. The areas covered by Deccan plateau are characterized by hot summers 
with relatively pleasant winters. Area under Horticulture crops during 1982 was 
recorded as 3.7 Lakh Hac. in 2001 13.78 Laldi Hac was recorded with an annual 
production of 9.5 Lakh M.Ts, in 2002 1.5 Million Hac with an annual production of 
10.00 Lakh M.Ts, in 2003-04 Area was recorded as 1.6 Million Hac with an annual 
production of 11.8 Laldi M.Ts, in 2004-05 the area is about 15.79 Lakh Hectares with 
production of 128 Lakh M.Ts and in 2006-07 the area is about 17.85 Lakh Hectares 
with production of 163.6 Lakh M.Ts. 
Andhra Pradesh is the second largest producer of fruits, vegetables and flowers in the 
Country. It is the leader in production of Citrus, Chillies, Turmeric and Oil Palm and 
also major producer of Cocoa, Cashew. Guava, Coriander, Banana, Ginger and 
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Coconut. Regulated Market Yards for fruits and vegetables are functioning only in few 
centers in the state. The Marketing system for fruits and vegetables is mostly in the 
hands of middlemen. Middlemen exist at various levels between the farmer and the 
consumer and exploit through malpractices in weighing, handling and payments. The 
farmers' share in the consumers' rupee is estimated to be just 40 paise. In addition the 
estimated loss in handling of vegetables in the traditional channel of marketing is about 
30 to 35 percent. 
In this backdrop, setting up of Rythu Bazaars became necessary in order to save the 
farmers from the above mentioned exploitation. 
4.1.3 Rythu Bazaars - Eliminating Middlemen through Direct Marlteting 
Direct marketing has been a long felt need of the farmers and consumers as it goes a 
long way in ensuring higher remuneration to the fanners and meeting the 
satisfaction level of the consumers through direct sale of the agricultural 
commodity by the farmers to the consumer at an affordable price. Direct marketing 
of agricultural produce helps in elimination of middlemen and commission agents 
who charge high level of commission fee from the farmers coming to the market 
yards for selling their produce and then artificially inflate the retail prices. The 
efficacy of direct agricultural marketing infrastructure facility can be increased by 
providing market users common facilities for proper weighing, cleaning, grading, 
and packaging of agricultural produce being brought to the market yard by the 
farmers for sale. In order to give a big boost to the development of direct 
agricultural marketing infrastructural facilities in the country, the Government of 
India, Ministry of Agriculture has announced the "Scheme for 
Development/Strengthening of Agricultural Marketing Infrastructure, Grading and 
Standardization." The scheme is reform linked, i.e., desires the state to amend their 
state specific APMC acts for enabling development of direct agricultural marketing 
infrastructural facilities, contract farming and participation of private and 
cooperative sector in creation of marlcet yards. Under the scheme credit linlced back 
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ended subsidy to the tune of 25% of the total project cost is available. In order to 
create awareness about development of agriculture marketing infrastructure among 
bankers, financial institutions, potential entrepreneurs in private and cooperative 
sectors, farmers groups, government functionaries etc. a model bankable project for 
Rythu Bazaar has been developed. 
Rythu Bazaars, as has been mentioned earlier, were introduced to eliminate the 
middlemen and arrange facilities for the farmers to sell their produce directly to the 
consumers at reasonable rates fixed every day. On account of the scheme both the 
farmers and consumers are benefitted. Regulated market yards for fruits and 
vegetables are functioning only at a few centres. The marketing system for fruits 
and vegetables is now in the hands of middlemen. Middlemen exist at various 
levels between the farmers and the consumers and exploit through malpractice in 
weighing, handling and payments. Large numbers of small farmers are unable to 
effectively bargain for better price in the wholesale market. Inefficiencies in the 
wholesale markets results in a long chain of intermediaries, multiple handling, loss 
of quality and increase the gap between the producer and the consumer prices. 
Large number of small retailers, each handling small quantities, create high 
overheads leading to high margin on produces. It is therefore pertinent to have a 
marketing strategy where both growers and consumers are benefitted, and Rythu 
Bazaar does exactly that. Rythu Bazaars operate outside the purview of the 
Agriculture Market Committees and are managed by Estate Officers under the 
control of Revenue Department of the Andhra Pradesh State Government. 
4,1.4 Objectives of Rythu Bazaars 
The Rythu Bazaar concept caught on well and the demand for such markets in 
Hyderabad increased. Presently there are about 9 Rythu Bazaars in Hyderabad and 
Ranga Reddy Districts. Typically, a Rythu Bazaar covers 10 to 15 villages and at 
least 250 farmers including 10 groups (self-help groups) are selected by a team 
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consisting of Mandal Revenue Officers, Horticulture Officers and Agriculture 
Officers in the villages to operate in the Bazaars. 
Rythu Bazaars started with the following objectives: 
1. To provide direct interface between farmers and consumers and eliminating 
intermediaries 
2. To ensure that farmers get remunerative prices for vegetables and agro 
based products like eggs and mushrooms that they grow and that consumers 
get them fresh and cheap 
3. To make sale proceeds available to farmers without any deductions and 
curbing malpractices in weighing 
4. To act as a hub for different activities related to farming, farm families etc. 
5. To help stabilize prices in other related markets 
6. To provide an understanding of consumer needs to the farmers and help 
merge the production system to the consumer requirements 
7. To help the local administrations streamline all operations relating to 
marketing, at one place. 
4.2 Integrated Supply Chain at Rythu Bazaars 
4.2.1 Supply Chain at Rythu Bazaars - A simple Model 
A simplified example of a supply chain for Rythu Bazaars is shown in figure 4.1(a). 
The figure shows the interactions between farmers and consumers through Rythu 
Bazaars. Please note that since Rythu Bazaars only act as facilitator, therefore it is 
shown differently from farmers and consumers with dotted lines. 













4.2.2 Members of Rythu Bazaars and their roles 
Another supply chain model is shown in figure 4.1 (b) which exhibits the 
participants. A more detailed context analysis model is shown in figure 4.1 (c). In 
reality, as we can see from figure 4.1 (c) supply chains are much more complex 
than the one shown in figure 4.1 (a) or 4.1 (b)since they may have more supply 
chain participants. Figure 4.1 (b) however provides enough to understand supply 
chain as an extended enterprise that crosses the boundaries of individual firms to 
span the related activities of all the companies involved in the total supply chain. 
This extended enterprise should attempt to execute or implement a coordinated, 
two-way flow of goods/services, information, and financials (in this case cash). 
These flows are very important to the success of the supply chain. 








Ljnformation, and •! ConSUmCrS 
Financial Flow 
The product flow from farmers to consumers is an important element in the supply 
chain process. The expectation of consumers is to receive timely, fresh, hygienic, 
good quality vegetables. For this to happen, transportation is the key. Unlike in the 
case of manufacturing where reverse logistics is assuming great importance, in 
Rythu Bazaars there is no possibility of reverse logistics. This is because once 
vegetables are sold by the farmers they are not returned by the consumers. In the 
case of Rythu Bazaars, certain factors are of prime importance. They are the 
location of the bazaars, layout of the bazaars, transportation facilities, and storage 
60 
facilities. Infonnation flow is also very important since it gives the farmers an idea 
about the consumption patterns of the consumers and hence plans his products 
accordingly. Information in this context relates to the loiowledge of demand or sales 
data, which becomes vital for the farmers to bring their produce to the market every 
day. Unlike in traditional manufacturing where an uncertain pattern of demand may 
create the bullwhip effect, farmers operating from the Rythu Bazaars are not 
affected by it. This is primarily on account of the Bazaar being modeled in a 
manner that daily stocks are replenished. However, the information available to the 
farmers on a daily basis about the rates and quantity of each of the vegetables 
available provides farmers with sales information on an almost real-time basis. This 
removes uncertainty that is usually associated with marketing of agri-products. In 
other words availability of point-of-sale data helps eliminate the need for 
maintaining inventories. Financial flow, which relates to cash, is completely one-
dimensional in Rythu Bazaars. The immediate cash received by farmers has been a 
major boon for the farmers operating in these Rythu Bazaars. 
As can be seen from the figure, there exists Estate Officers with whom there is a 
continuous two-way dialogue with the farmers. The various players in the supply 
chain are described below. 
Consumers who demand the products. 
Farmers who are primarily engaged in the distribution and sale of 
vegetables to consumers. Unlike a retailer in a typical supply chain that 
includes departmental stores, specialty stores, retail chains, super markets, 
discount stores, outlets, fanners operating from the Rythu Bazaars require a 
stall in the Bazaar, and some storage space for keeping their vegetables that 
went unsold during a day's transaction without the hassle of carrying it back 
home. A similar example to these farmers would be that of retailers who sell 
their own private labels. Such retailers go beyond their traditional role as 
distributors and become directly involved in the design and sourcing of their 
products and selling them to the ultimate consumers through a retail outlet. 
Administrators of Rythu Bazaar called Estate Officers are responsible for 
all the administrative activities of the market. Infrastructures at the Rythu 
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Bazaars play an important role in the success of the markets, because it is 
perceived that good infrastructures will help attract more consumers. The 
Estate Officers play a very important role in ensuring that good facilities are 
provided to both farmers and consumers at Rythu Bazaars and hence there is 
a two way connect between these two very important stakeholders. These 
facilities include stall space, power supply, drinking water facility, restroom 
facilities, storage facility for produce, seed supply at subsidized rates, 
advisory services provided for all operational requirements of the farmers, 
supervisory services provided for checking prices, supervisory services 
provided for curbing malpractices in weighing, supervisory services 
provided to avoid entry of middlemen, system of price fixation, and 
providing technical loiow-how by the Rythu Bazaar appointed experts. 
4.2.3 Current Supply Chain of Rythu Bazaars 
Figure 4.1 (c) depicts the detailed context analysis model that describes the current 
supply chain of Rythu Bazaars. In the model there is a link shown between the 
farmers and the consumers through Estate Officers (shown in dotted lines since 
they only act as facilitators in the entire process of the business). The supports 
extended by Rythu Bazaar officials is given in the top which includes framing of 
policy for setting up of these market yards, to identification and infrastructure 
development of these market yards to identification and authorization of the farmers 
who will operate from these bazaars to providing the farmers transportation 
facilities to bring their produce to the markets to maintaining of the Rythu Bazaar 
Information System (RBIS). All these act as the initiation of the farmers to operate 
from these bazaars. On receiving these support, only authorized farmers then can 
enter the Rythu Bazaars, take part in a collaborative price fixation mechanism 
through their representatives, are allotted stalls, given weighing scales so that they 
can conduct their business as per the policy guidelines. The Estate Officers also are 
required to look after the daily administration, security, and maintain proper 
records. These records are then fed into RBIS. However, during the course of this 
study certain inefficiencies were observed in the current model, and this research 
will attempt to propose a supply chain model that will address the existing 
inefficiencies in the system. 
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Figure 4,l(c): Current Supply Chain of Rythu Bazaars 
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4.3 Rythu Bazaars - A Different IVIodel from Other Farmers' Markets 
Farmer-to-consumer direct marketing is a way by which fanners sell their products 
directly to consumers (Henderson and Linstrom, 1982), There are several outlets 
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through which farmers sell their products directly to consumers. The most familiar 
types of outlets are pick-your-own (PYO) fanns, roadside stands, farmers' markets 
and direct farm markets. PYO operations are farms where retail customers harvest 
their own agricultural products. Roadside stands are mostly temporary structures 
erected by the farmer to sell his or her produce. Farmers' markets, on the other 
hand, are places where farmers bring their produce to be sold, while direct farm 
markets are structures located at the farm used to sell their own produce. Items 
frequently sold through direct marketing outlets are fruits, vegetables, flowers, 
nursery products, eggs, and dairy products (Nayga et al. 1994). Farmers' markets 
are a common phenomenon in many countries. A regular site and schedule is 
usually set for a particular farmers' market. The market sponsors frequently include 
a business group (such as a Chamber of Commerce), consumer groups, county 
extension, and/or producers. (Onianwa et.al. 2005) 
Farmers' markets are a win-win proposition for both farmers and consumers. While 
for farmers this kind of direct marketing acts as an alternative market outlet to 
increase their income, while consumers see it as a means of gaining access to 
fresher, higher-quality foods at lower costs (Nayga et al. 1994). In the same study 
conducted by Govindswamy and Nayga to study the characteristics of direct 
marketing customers it was found that 92% of respondents expected better quality 
produce at direct markets than at supermarkets, 50% of respondents anticipate more 
variety of produce at direct market facilities than at supermarkets, and 74%o of 
respondents anticipated lower prices at direct markets. This gives conclusive 
evidence of the usefulness of this model. 
Rythu Bazaars, however operate on a slightly different model. These Bazaars are 
located in government plots convenient to farmers as well as consumers. Built in a 
1 acre (minimum) vacant land, the infrastructure provided by the government 
include sheds, arrangements of supply of drinking water, toilets with sanitation 
facility, parking for vehicles, arrangements for removal of garbage and cleaning of 
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market by local body, facility for storage of unsold produce, provisions of weighing 
scales for all farmers, telephone, fax etc. Thus the state government of Andhra 
Pradesh meets all the capital expenditure which varies according to the land prices 
prevailing in an area. At present, market yards are mostly set up by the State 
Governments. For setting up of agricultural markets, funds are sourced from 
National Bank for Agriculture and Rural Development (NABARD) through Rural 
Infrastructure Fund (RIDF) and National Cooperative Development Corporation 
(NCDC). However, infrastructure available to farmers for selling their produce still 
remains inadequate. Rythu Bazaar is an initiative to create infrastructure facilities to 
enable farmers to sell their products directly to retail consumers thereby ensuring 
that farmers realize better prices and consumers receive fresh vegetable, fruits, etc. 
at reasonable prices and thus address constraints in agri-marketing infrastructure. 
The goal is for each Bazaar to generate its own income in order to cover upkeep 
expenses and, in the long run, for them to become cooperative societies managed 
directly by the farmers. 
Another difference being that unlike the fanners' markets in the US or the European 
countries, which operate once a week or on festivals, Rythu Bazaars operate on all 
days of the week. In fact the research has found that there is a demand from a large 
section of the farmers for increasing the operating hours of the Bazaars. 
Inefficiencies in the wholesale markets result in a long chain of intermediaries, 
multiple handling, loss of quality and increase the gap between the producer and 
consumer prices. Large number of small retailers, each handling small quantities, 
create high overheads leading to high margin on produces. Rythu Bazaars aims at 
benefitting farmers by providing them direct access to markets. Inadequate 
marketing support is one of the major handicaps faced by the farming sector. The 
movement of produce from the farms to the ultimate retail outlets faces a number of 
constraints and farmers are at the mercy of the middlemen and commission agents. 
In the absence of adequate facilities for storage and preservation, farmers are forced 
65 
to make distress sales. A consolidated table is given below to understand the major 
differences between farmers markets in the west and Rythu Bazaars. 








Feagan et al. 
2009 
Feagan et al. 
2009 
Kezis et al., 
1995; Onianwa 
et al. 2005 












in a week 
Farmers' Markets in the West 
Has been in existence since the last 
two centuries. For example -
Brantford Fanners' Market, Ontario, 
Canada established in 1848 
Besides a range of fresh produce and 
fruits, also sells a variety of baked 
goods, meat, prepared foods, plants 
and some local artisanal products. 
Not supported by the government in 
terms of infrastructural support, like 
the Farmers' Market at University of 
Maine started as an assembly of 5 
farmers who sold their products on 
Saturday mornings in the university 
parking lot adjacent to the campus. 
Usually a regular site and schedule is 
set for a particular farmers' market 
with business group such as a 
Chamber of Commerce, consumer 
groups, county extension, and/or 
producers being the market sponsors 
Does not necessarily operate on all 
days of the week. For example the 
farmers markets at Maine and at 
Oklahama operate only on Saturdays 
while the Brantford market operates 
on all days of week. 
Rythu Bazaar 
Is a relatively recent 
phenomenon with the 
Rythu Bazaars being 
set up in 1999 
Sells vegetables, fruits, 




by the government with 
funds being sourced 
from NABARD and 
NCDC. 













Otto et al., 
2005 








Not fully dedicated to the farmers 
markets. For example in Oklahoma 
among tiie farmers' market managers, 
50 percent allocated only a quarter 
their time for managing/coordinating 
the farmers' market. 
Little administrative support from the 
government. For example in the 
Oklahoma farmers market about 34 
percent of the market managers are 
volunteers, 11 percent are employed 
by the farmers' market organization, 
11 percent are employed by the city 
and 11 percent are employed by the 
county. 
Farmers' Market Directoiy is 
generally compiled by local 
government agencies. For example, 
the Iowa farmers' market directory is 
compiled by the Iowa Department of 




Full time dedicated 
market mangers called 
Estate Officers 




provided by the 
government with the 
Estate Officers playing 
a major role in the 
successful running of 
these bazaars. 
Not only the directory 
of Rythu Bazaars is 
maintained by the state 
government, but all 
associated records are 
kept and properly 
maintained by the 
Estate Officers of 
Rythu Bazaars 
appointed by the state 
government. 
4.4 Rythu Bazaars - The Business Entity 
In this section we look at the coverage and the day to day functioning of Rythu 
Bazaars highlighting the assistance that farmers receive from these markets to run 
their business. The second part talks about the revenue and margins for farmers, 
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while the third part focuses on the number of Rythu Bazaars and also the number of 
farmers that operate from these markets. 
4.4.1 Functioning of Rythu Bazaars 
Typically, a Rythu Bazaar covers 10 to 15 villages and at least 250 farmers 
including 10 groups (self-help groups) are selected by a team consisting of Mandal 
Revenue Officers, Horticulture Officers and Agriculture Officers in the villages to 
operate in the Bazaars. Joint Collectors of the concerned districts ensure that 
adequate transport facilities are arranged for transport of goods to Rythu Bazaars in 
consultation with State Road Transport Corporation, [n addition online information 
of prices and commodities movements is provided on the internet. 
Exhibit 4.1: Farmers' Charter 
FARMERS 
• Righi of informaiiopreyardirh 
prices '^ > i 
O Ensuniy fair value for the produce 
• Ensuring accurate weighing 
• freedom from unscrupulous 
traders and practices 
m Bnsurmglpaymeid oiiihe same day 
• Providing human and animal 
healthcare 
m Providisrg quality inputs 
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Since a large majority of the farmers are not well educated (11.6 percent of the 
farmers are illiterate, 3.7 percent have studied maximum up to fifth standard, and 
81.8 percent have education between sixth and tenth standards), they are made 
aware of all the facilities provided in the Bazaar in a very transparent manner. The 
Farmers Charter is displayed in a prominent place so that all farmers are completely 
aware of the same. (See Exhibit 4.1) The supervisors employed in the market 
ensure that price fixation happens properly. Prices are fixed by a committee of 
representatives from the farmers' side and two supervisors through a clear laid 
down procedure. Each Rythu Bazaar receives a fax from 4 wholesale market 
everyday by 0700 hours. The Price fixation Committee comprising of six farmers, 
one representing his mandal and two supervisors then fix the rate. (See Exhibit 4.2) 
To maintain transparency, these are then put up on display boards. (See Exhibit 4.3) 
This procedure normally gets completed by 0830 - 0930 hours. Prices are fixed 
such that there is a difference of about 20 - 25% on the higher side as opposed to 
that of the wholesale market. It has been observed that the prices are about 15 -
20% less than that in the retail stores. 
Also the supervisors keep a track of the quantity of produce that comes into the 
Bazaars each day which helps them keep track of diverting some of these produce 
to be sold at some select localities through mobile vans. These are Icnown as Mobile 
Rythu Bazaars. The number of fanners attending each day and the number of 
customers that visit the Bazaars are also recorded. (See Exhibit 4.4). It has been 
observed that on weekdays on an average 300 to 400 farmers operate in a Rythu 
Bazaar while the number of customers visiting the Bazaars ranges from 16000 to 
2000. These numbers go up significantly during the weekends and holidays to 600 
to 700 for farmers and 25000 to 30000 for customers. 
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Exhibit 4.2: Price and Price Fixation Committee 
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Exhibit 4.3: Price Display Boards at Prominent Places 
=i6llf(NMENT OF ANDHRA PRADESH 





•3 . oBs^aiPb-inw^ 
5. le. 
l a I jTofi-y-es^/jf-asKacK. ; 
•mnctssks 
w*"*^ ! 
jftcr: tr5i)iA«-K- KKK 
|?7 tftf Apcy-^E^:i)C-
S^odbrtrdOJ 
J5« .Jitrt?. '^i-.-fiu:;;:... 
ixii-ei^'-e'- • t"•^ .•l fMi 
70 
Exhibit 4.4: Total Footfalls 
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4.4.2 Revenue and Margins for Farmers 
As mentioned above, the prices of the produce sold in the Rythu Bazaars are fixed 
at 20 - 25% above the wholesale market rales. In the wholesale market farmers 
have to pay an additional 10% to purchase the produce. This margin is not required 
in Rythu Bazaars since they bring their ow n produce to the markets. On top of that 
they get the additional 20 -25% which makes their effective margins to 40-50% 
more than the other farmers. This is quite evident from the responses of the 
respondents. In all 96.8 percent of the farmer respondents said that their monthly 
earnings have increased since they have started operating in Rythu Bazaars and the 
average increase in the monthly earnings of the farmers since operating in Rythu 
Bazaars ranges between Rs. 300 to Rs. 5000. 
71 
4.4.3 Outreach and Potential of Rythu Bazaars 
There are about 100 Rythu Bazaars that are in existence benefiting 4500 farmers 
and large number of consumers. India is estimated to have over five laes villages 
and almost sixty percent of the population is employed in the farm sector. However, 
agriculture contributes to only 25% of the national income. Lack of marketing 
information and inadequate access to markets as w ell as supply chain inefficiencies 
inherent in the farm sector contribute to low realizations and incomes to the 
farmers. Rythu Bazaars can play a key role in addressing some of these problems, 
and there is a clear need to facilitate similar marketing infrastructure throughout the 
country. 
Chapter 5 Farmers' and Estate Officer's Perspective - Supply Side Analysis 
CHAPTER FIVE 
FARMERS' AND ESTATE OFFICER'S PERSPECTIVE - SUPPLY SIDE 
ANALYSIS 
5.1 Introduction 
This chapter analyzes the data obtained from the farmers' and Estate Officer's 
survey. The analysis has been organized into two sections. Section 1 refers to the 
issues relating to farmers and their perspective of operating in the Rythu Bazaars, 
with the primary objective of finding out whether the farmers have benefitted since 
starting their operations from Rythu Bazaars, the nature of benefits that they have 
received and also their level of satisfaction on the assistance that they receive from 
the administration. This will help us to address Research Question 1. Section 2 on 
the other hand presents a summary of the responses received from the Estate 
Officers. It takes a more holistic approach and looks at the various administrative 
supports that Rythu Bazaars had set out to provide to the farmers and the current 
status. This helps address Research Questions 3. 4. and 5 (which was to study the 
deficiencies in the system, how to address those deficiencies, steps to bring about 
process improvement so that farmers get more advantage from Rythu Bazaars, and 
also to identify possibility of adopting a model which could result in benefitting the 
existing stakeholders, especially the farmers). 
A logit regression model had been designed to understand the demographic profiles 
of the consumers and based on the findings suggestions have been made to target a 
certain segment for increased sales, which has been discussed in the next chapter. 
This chapter also takes a realistic look at the planned versus actual implementation 
of all the facilities and processes at Rythu Bazaars. These have been discussed 
under the section on mechanisms that will help the creation of successful model in 
these markets. All of these have been done keeping the supply side involving the 
farmers' and the administrators' perspective in mind. 
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5.2 Section 1 - Farmers' Survey 
5.2.1 Summary of the findings of Farmers' Survey 
This section presents a summary of tiie findings of farmers" survey. 
5.2.1.1 Analysis of Farmers' Survey (Demographic Profile) 
The demographic characteristics of farmers operating in the seven Rythu Bazaar 
considered were age, education, and annual family income. The survey further 
studied the period since the respondent farmers were functioning in Rythu Bazaars 
and tracked the number of generations that were into farming. Each of these has 
been discussed below. 
Age Distribution: The age distribution indicated that most farmers (78.4 percent) of 
the Rythu Bazaar were less than or equal to 40 years of age, the range being from 
23 to 55 as shown in Table 5.1. 




















Level of Education: Another demographic characteristic of farmers considered was 
education (Table 5.2). 48.4 percent of the respondents had secondary school leaving 
education while only 3.2 percent had passed their intermediate examinations; 36.8 
percent had not completed their secondary school leaving examinations; and 11.2 
percent had no education. Only 1 farmer was a graduate (0.4%). The level of 
education in the fanners' family is also similar to that of the farmers. 
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Table 5.2: Level of Education of Farmers operating in Rythu Bazaars 
Level of Education 
No Education 
Not Completed Secondary School 





92 ' 36.8 
1 
121 ; 48.4 
1 








Annual Family Income: Another characteristic of farmers' operating in these 
Rythu Bazaars considered was the annual family income. It was found that a large 
majority of farmers still struggle to meet their ends comfortably, even though the 
average annual family income was Rs. 81000 approximately. It is interesting to 
note that 91.6 percent farmers reported an average annual family income of more 
than Rs. 60000, with 4.4 percent of the respondents having an annual family 
income in excess of Rs. 100000, and the highest reported was Rs. 175000 (Table 
5.3(a)). 
Annual Individual Income: The average earnings of the farmers operating at these 
Rythu Bazaars though is higher than India's average per capita earning, which in 
the same period, stood at Rs. 46492. The collected data (Table 5.3 (b)) also showed 
that 34 percent of the farmers had annual income above Rs. 60000, while only 10.6 
percent had annual income below Rs. 48000, 97.5 percent farmers reported that 
their earnings had gone up while 1.5 percent replied in the negative. Only one (1) 
farmer (less than 1 percent) did not have any idea about his earnings. The average 
annual family income is higher at about Rs. 81000. 
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Table 5.3 (a): Annual Family Income of Farmers operating in Rythu Bazaars 






























Table 5.3 (b): Annual Individual Income of Farmers operating in Rythu Bazaars 
















Generations into Farming: Majority of these farmers were into farming for more 
than one (1) generation. Only 0.8 percent reported that they are first generation 
farmers, while 30 percent are second generation. 43.2 percent are third generation, 
22 percent fourth generation and 2.4 percent were fifth generation farmers. 
Table 5.3 (c): Generations into Farming 
























Period of Operation: It is also interesting to note that about 75 percent of the 
farmers had been operating in the Rythu Bazaars for a period between 1 to 3 years, 
22 percent between 3 to 5 years, and only 1 farmer has been operating for more 




5.2.1.2 Analysis of Farmers Perception - An Examination of Factors Related to 
Marketing of Products at Rythu Bazaars 
This section presents an analysis of the benefits that the farmers think that they have 
got since operating at these maricets. Accordingly, farmers were asked to highlight 
what according to them has been the greatest benefit of operating in the Rythu 
Bazaars. Responses varied from fixed monthly income, to good income to 
proximity to market to convenience of sale. The results showed that 52 percent of 
the farmers indicated, 'fixed monthly income" as the greatest benefit, while another 
36 percent indicated about 'good income". Only 7 percent of the farmers indicated 
distance/or proximity/or easy accessibility as the greatest benefit derived by them 
for operating at the Rythu Bazaars. 
Farmers operating at Rythu Bazaars do not have a direct say in increasing the 
awareness of the bazaars among common population since they are not directly 
involved in the promotion of these markets. However, on the price fixation front 
farmers have an indirect say. Two supervisors along with six farmers representing 
each of the mandals under the bazaar form a committee that collectively take 
decision on the prices of produce every day. The farmer representing each of the 
mandal is also rotated to eliminate any misgivings on the mind of any famer. This is 
reflected by the percentage (49.2 percent) of farmers who are moderately to highly 
satisfied with the overall system of price tl,\ation. The price fixation committee 
receives the rates from four wholesale markets through fax early in the morning (by 
about 7 a.m. in the morning). The committee then fixes the rates and the same is 
displayed on the price display boards. It was observed that the rates are on an 
average 20 to 25 percent higher than the wholesale inarkets and 15 to 20 percent 
less than retail stores. To operate in the wholesale markets farmers have to pay 10 
percent on the fixed price. This gives the farmers a margin of about 35 to 40 percent 
more than the wholesale markets. Also unlike the farmers in the US (Henneberry et. 
al., 2004), where farmers decide on their rates, in Rythu Bazaar, prices are decided 
by the price fixation committee as per the process mentioned above. 
Fanners were also asked to rank on a scale of 1 to 5, (I representing highly 
dissatisfied and 5 highly satisfied) the services received by them at the Rythu 
Bazaars. All but one farmer was either moderately or highly satisfied by the 
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'location' (Table 5.4A), while for "absence of middlemen' the percentage was 86.8 
(Table 5.4B), 'current earnings' 89.6 percent (Table 5.4C), 'remunerative price' 
91.6 percent (Table 5.4D), 'immediate cash realization' 89.6 percent (Table 5.4E), 
and 'change in living standard' was found to be 86.0 percent (Table 5.4F). Most of 
the farmers, though have expressed extreme dissatisfaction with some of the very 
important facilities, like 'storage facility" in which 84.0 percent farmers were 
moderately to highly dissatisfied (Table 5.4G), 71.2 percent quoted 'stall space' 
(Table 5.41). Past research studies by Savitha (2003) have also identified the main 
advantages as 'no commission", 'remunerative prices", 'immediate cash after sale' 
and 'no middlemen'. 










Question Ratinfj Frequency 
I am satisfied with the location of the 
Rythu Bazaar 
I am satisfied with my business in the 
absence of middlemen 
I am satisfied with my current earnings 
I receive remunerative prices for my 
produce 
I am satisfied with the immediate cash 
that I receive after sale 
1 am satisfied with the change in my 
living standards since operating in 
Rythu Bazaars 
I am satisfied with the provision of 
storage facility for pay over produce 





























































































5.2.2 Farmers' Benefit 
This study attempts to find if the farmers believe that they have benefitted since 
operating in Rythu Bazaars. The parameter that has been used here is to find if their 
income had increased since the time they became a member of Rythu Bazaars. 
Tables 5.5 (a) and 5.5 (b) explain the same. 










a. Based on Z Approximation 




















a. Based on Z Approximation. 
The above table indicates that the null hypothesis is rejected here. In this case the 
hypotheses are: 
HO: Income of farmers has not increased since operating in Rythu Bazaars. 
HI: Income of farmers has increased since operating in Rythu Bazaars. 
Inference: From the results we can conclude that the farmers' income has gone up 
since operating in Rythu Bazaars. 
5.2.2.1 Nature of benefits 
While increased income is the most important benefit that farmers have derived 
since operating at Rythu Bazaars, there are otiier benefits as well that this research 
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tends to focus on. Among the other benefits that the farmers have derived according 
to them, are assurance of fixed income, good price for vegetables and the proximity 
of the markets from his village. Table 5.6 to Table 5.11 describes the nature of 
benefits that the farmers have got since operating from these markets. One of the 
direct benefits that the farmers have got as has been proved above, is the increase in 
their incomes. Table 5.6 shows that on an average there has been an increase of 
monthly earnings between Rs. 1500 to Rs. 3000 of 75.7 percent of the respondent 
farmers. 


















Has your monthly earnings gone up 
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Has your monthly 
earnings gone up since 




If your answer to the previous question is (a), then 
by how much has your earnings increased since 
operating in Rythu Bazaars? 
Inference: It is therefore quite evident that the income of farmers has gone up. 
Table 5.5 depicts that among the respondents, income of 242 farmers (or 96.8 
percent) has gone up. According to Table 5.7, income of 28.1 percent of the farmers 
increased by Rs.1500, 26.9 percent of the farmers' income increased by Rs. 2000, 
16.1 percent of the fanners' income increased by Rs. 1000, 12.8 percent of the 
farmers' income increased by Rs. 2500, while another 7.9 percent farmers saw an 
increase of Rs. 3000. 
The Chi-Square test with significant value 0.000 in Table 5.8 indicates that the null 
hypothesis has been rejected. In our case the null hypothesis is that there is no 
increase in income of the farmers since operating from Rythu Bazaars. So, the 
farmers' income since operating at Rythu Bazaars has significantly gone up is 
accepted. 
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Table 5.8: Chi-Square Tests 
Pearson Chi-Square 





Asymp. Sig. (2-sided) 
.000 
a. 22 cells (78.6%) have expected count less than 5. The minimum expected 
count is .03. 
Among the other benefits that the farmers have received are good rates for their 
produce, and also higher rates than the wholesale markets. All the respondent 
farmers felt that they get good rate for their produce and 92 percent famer 
respondents felt that they get higher rates a Rythu Bazaars as compared to the 
wholesale markets. The benefits that the farmers have received have been given in 
tables 5.9 and 5.10 (a) to 5.10 (d) below. 
Table 5.9: Whether farmers get a good (remunerative price) rate for their 









HO: The farmers have not benefitted on account of assurance of fixed income since 
operating from Rythu Bazaars 
HI: The farmers have benefitted on account of assurance of fixed income since 
operating from Rythu Bazaars 
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a. Based on Z Approximation 
Inference: For hypothesis 2, null hypothesis is rejected. This means that farmers 
have benefitted on account of assurance of fixed income since operating from Rythu 
Bazaars. 
Hypothesis 3 
HO: The farmers have not benefitted on account of immediate cash realization since 
operating from Rythu Bazaars 
HI: The farmers have benefitted on account of immediate cash realization since 
operating from Rythu Bazaars 


























a. Based on Z Approximation 
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Inference: For hypothesis 3, null hypothesis is rejected. This means that farmers 
have benefitted on account of immediate cash realization since operating from 
Rythu Bazaars. 
Hypothesis 4 
HO: The farmers have not benefitted on account of receiving higher rates of 
vegetables since operating from Rythu Bazaars 
HI: The farmers have benefitted on account receiving of higher rates of vegetables 
since operating from Rythu Bazaars 






















a. Based on Z Approximation. 
Inference: For hypothesis 4, null hypothesis is rejected. This means that farmers 
have benefitted on account of receiving higher rates of vegetables since operating 
from Rythu Bazaars. 
Hypothesis 5 
HO: The farmers have not benefitted on account of the location of the bazaars 
HI: The farmers have benefitted on account of the location of the bazaars 
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a. Based on Z Approximation. 
Inference: For hypothesis 5, null hypothesis is rejected. This means that farmers 
have benefitted on account of the location of the bazaars. 
Hypothesis 6 
HO: The farmers have not benefitted on account of the storage facility of the bazaars 
HI: The farmers have benefitted on account of the storage facility of the bazaars 
























a. Based on Z Approximation. 
Inference: For hypothesis 6, null hypothesis is accepted. This means that farmers 
have not benefitted on account of the storage facility of the bazaars. 
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5.2.2.2 Greatest benefits derived by the farmers of Rythu Bazaars 
The significant benefits tiiat the respondent farmers thinlc they have got as a result 
of operating from Rythu Bazaars are shown in Table 5.11. Among the respondents, 
56.4 percent felt that they have got benefitted since operating from Rythu Bazaars 
on account of "Assurance of fixed income", 24.4 percent said "Good price for 
vegetables" and another 23.2 percent felt "Good Income" was the key benefit. 
Table 5.11: The greatest benefit of operating in the Rythu Bazaar according to 
the Farmers 
Benefits 
Assurance of Fixed 
Income 
Good price for 
vegetables 
Good income 






















5.3 Section 2 - Estate Officers' Survey 
5.3.1 Summary of the findings of Estate Officers' Survey 
Response was also collected from the Estate Officers of four Rythu Bazaars. This 
has helped understand the functioning of the Rythu Bazaars from the administration 
stand point. 
Infrastructural and other facilities provided to the Rythu Bazaar farmers: 
Infrastructural facilities at the Rythu Bazaars play an important role in the success 
of the markets, because it is perceived that good infrastructure will attract more 
consumers. The Estate Officers were asked to provide details of the facilities 
provided to the farmers at Rythu Bazaars. Questions were asked on facilities like 
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stall space, power supply, drinking water facility, restroom facilities, storage facility 
for produce, seed supply at subsidized rates, advisory services provided for all 
operational requirements of the farmers, supervisory services provided for checking 
prices, supervisory services provided for curbing malpractices in weighing, 
supervisory services provided to avoid entry of middlemen, system of price 
fixation, and providing technical know-how by the Rythu Bazaar appointed experts. 
It was found that stall sizes vary between 12 sq. ft. to 80 sq. ft., and power, water 
and restroom facilities were provided in all Rythu Bazaars. There is however no 
storage facilities for the farmers to keep the unsold vegetables at the end of the day. 
Service for providing seeds at subsidized rates was available earlier: however, this 
facility is not being provided presently. Fifty percent (50%) of the farmers felt that 
advisory services were provided for all operational requirements. Prices were fixed 
as per the laid down procedures, and for curbing malpractice in weighing, weighing 
machines were provided to the farmers on a daily basis. Further, no weighing 
machine from outside is allowed inside the Bazaar premises. Supervisors at the 
markets carry out regular checks to ensure that no middlemen operate from the 
Bazaars. This is also corroborated from the large number of farmers (84.5 percent) 
who have expressed moderate (30.2 percent) to high satisfaction (54.3 percent) on 
the absence of middlemen in the market premises. Regarding providing technical 
know-how all the Estate Officers responded by saying that whatever help is 
required is provided by the Estate Officer, the Assistant Estate Officer and the 
Supervisors. However they also added that previously the Agricultural Marketing 
Department officials used to come to visit; but have stopped now due to budgetary 
constraints. As such these days the Rythu Bazaar staff helps the farmers to the 
extent possible. When asked about the literacy rate among the farmers and how 
counseling is done for the farmers, the respondents said that more than 50 percent 
of the farmers are illiterate and the staff at Rythu Bazaars regularly talk to the 
farmers and train them on how to behave with customers and other staff. 
When asked about the procedure for a farmer to get the permission for operating 
from a Rythu Bazaar, the Estate Officers said that farmers have to provide their 
land pass book, address proof, ID proof, ration card, and a letter from the 
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administration office. On receiving these documents, tlie Mandal Revenue Officer 
issues the card. Regarding the transportation facilities provided to the farmers, the 
respondent said that the Bazaars have tied up with Andhra Pradesh State Road 
Transport Corporation (APSRTC) buses for the farmers to commute from their 
villages. Buses depart at regular intervals, starting at 4.30 a.m. followed by 5.30 
a.m. and to take the farmers back home buses start at 6 p.m. Some farmers also use 
their own transports like autos and trucks. Each Rythu Bazaar caters to about 15 
mandals and only farmers from these mandals are eligible to operate from these 
Bazaars. On being asked about the allotment of stall, the respondents said that there 
is no specified permanent stall allotted to farmers. Allotment is done on a weekly 
basis. These markets register a footfall of 6000 to 8000 on an average during the 
week days. However, during weekends, this number increases-the figure ranging 
between 10000 and 15000. In some of the Bazaars, like the one at Erragadda, the 
number ranges between 25000 and 40000. The number of farmers currently 
operating from these Bazaars is between 100 and 200. However, the Erragada 
Rythu Bazaar has about 300 to 400 farmers operating on weekdays which go up to 
between 600 and 700 during the weekends. 
5.4 Process and Deficiency Identification and Present Status of the Supply 
Chain of Rythu Bazaar 
This section looks at the issues that the farmers face in bringing their produce to the 
market yards. Although the transport facility for pick up and dropping down of the 
registered farmers to the Rythu Bazaar are to be arranged by the market 
functionaries through tie-up with state transport department, in reality there is a 
huge gap existing in that service. Also the issues that the farmers face inside the 
market yards have been discussed in this section. 
5.4.1 Issues in bringing the produce into the marliet 
Among the factors responsible for bringing the produce into the market are the 
distance between the farmers' village and the Rythu Bazaar from which he operates, 
means of bringing the produce from his village, whether dedicated buses or trains 
are provided to the farmers, and if so, then the number of dedicated buses or trains 
being provided by the authorities for that purpose. The research found that more 
than half of the respondent farmers came from a distance of 25 icm to 35 km. 
Interestingly, a high percentage (97.7 percent) of these farmers have said that their 
incomes have increased since operating at Rythu Bazaars. Only 4.4 percent of the 
farmers come from villages that are more than 50 km from the market yards. 
Majority of the respondent farmers (65.6 percent) depend on buses to bring their 
produce, while 14.4 percent take MMTS trains to bring their produce to the market 
yards. The remaining 20 percent use both bus and train to bring their produce. What 
is more intriguing is that of those respondents whose income had increased since 
operating from Rythu Bazaars, 27 percent said that there are no dedicated buses for 
bringing their produce to the market yards. When the same question was asked to 
them about dedicated trains being provided, 79.8 percent of the respondents 
responded in the negative (Please refer Table 5.12 to Table 5.15). it is quite evident 
that bringing the produce to the market is a matter of great concern for the farmers 
and hence the authorities should address it at the earliest. More interestingly, despite 
the lack of adequate number of dedicated buses or trains, 74 percent of the farmers 
expressed moderate to high satisfaction when they were asked about their level of 
satisfaction with the transportation system provided to bring their produce to the 
bazaar (Please refer Table 7.1). 
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5.4.2 Issues inside the Rythu Bazaar 
The research found many issues inside the market yards which needed attention 
from the authorities. Some of those issues are highh'ghted in this section. Among 
those farmers whose income has increased since operating in Rythu Bazaars, 85.1 
percent have their own stalls at Rythu Bazaar, whereas 14.9 percent have no stalls. 
This translates to one out of every six farmers operating at these markets without a 
stall. It has also been observed that one in every four (25.2 percent) of the farmer 
respondents operate for less than 20 days in a month with a fourth of that group 
operating for less than 10 days a month. Among the reasons cited for the same are 
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lack of proper transportation system, lack of stall facility, lack of adequate produce 
and operating in multiple bazaars. The research has also found that there were 7.9 
percent farmers who operate from multiple Rythu Bazaars. This is clearly against 
the basic tenets of the functioning of Rythu Bazaars where a farmer can operate 
only from one market depending on criteria discussed earlier and hence the 
authorities should look into this matter in the right earnest. It was also found that a 
large majority of the respondent farmers (78.8 percent) said that they did not get the 
same rate in the evening as in the morning. This clearly shows that despite the price 
being fixed by a committee, farmers were forced to resort to distress selling towards 
the end of the day. On interrogating, 57.8 percent of the respondent farmers felt that 
this was due to lack of storage facility, while another 15.6 percent attributed it to 
the lack of cold storage units to this. Another 20.9 percent of the farmers said that 
lack of stall facilities was the main reason behind not getting the same rates in the 
evening as in the morning. (Please refer Table 5.16 to Table 5.21) 
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Table 5.21: Reasons for not getting same rate for produce in the evening as in the 
morning 
Response Category 
Provide adequate stall facility 
Storage facility 
Cold Storage 
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5.5 What Will Help Create a Successful Model Out of Rythu Bazaars - An 
Analysis 
Successful operation of direct agricultural marketing infrastructure facilities viz. 
Rythu Bazaars depend upon location of the bazaars, number of customers visiting 
the bazaars per day, nature, type, quantity and quality of agricultural produce being 
brought by the farmers for sale, systematization of the retail price fixation 
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mechanism, allotment of stalls to the farmers on farmers' group per mandal basis, 
design of the stalls based on the nature, type and quantity of salable items brought 
by the farmers, availability of functional infrastructure facilities viz. cleaning, 
grading, weighing, packaging, short term storage etc., price display mechanism, 
loud speakers and broadcasting system, availability of utilities viz. electricity, 
water, garbage disposal/cleaning facilities, and services/facilities for the 
convenience of consumers viz. parking, coin changing machines, grievance 
redressal mechanism etc. The facilities should, therefore, match to the requirement 
of the farmers and the consumers. Considering all these aspects, the requirements of 
Rythu Bazaars have been defined as follows. In this section the researcher has 
presented an analysis of the planned with actual implementation at the Rythu 
Bazaars and attempt has been made to offer concrete suggestions for the authorities 
to implement. 
5.5.1 Location 
Planned - Rythu Bazaars should be located at a convenient location for enabling 
maximum number of consumers to visit the bazaar. Locations near transport head, 
main road, railway stations, bus depots, bus stops, community centres etc. are 
considered ideal for establishing such bazaars. The site must be a raised land, have 
facilities for safe drainage of storm water and sewage, should be safe from damage 
by surface or seepage water and not subject to floods or inundation. It should be 
away from factories and other industrial establishments, dairy and poultry farms, 
kilns, sources of fire, garbage dumping grounds, slaughter houses etc. Sufficient 
parking and maneuvering space for vehicles should be available. There should be 
scope for future expansion and adequate land available in the adjacent areas. It 
should also have the scope to access adequate dependable source of water, 
electricity and the site should be free from all legal hurdles to take up proposed 
construction and marketing. 
Actual - The Rythu Bazaars surveyed for this research are all located at places 
which were very close to residential areas thereby enabling maximum number of 
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consumers to visit the bazaar. However not all the sites were on a raised land 
having facilities for safe drainage of rain water and sewage. For example, the 
market at Alwal was at a much lower level than the road. All the bazaars were away 
from factories and other industrial establishments, dairy and poultry farms, kilns, 
sources of fire, garbage dumping grounds, slaughter houses etc. Though there was 
sufficient parking and maneuvering space created for vehicles, it was observed that 
there were many vendors (who are not members of the bazaar) who occupied a lot 
of space in the approach road thereby creating inconvenience to the consumers. The 
authorities should seriously look into this matter. Since most of the bazaars are at 
prime lands in the cities, scope for future expansion is limited. 
5.5.2 Facilities to be provided in Rythu Bazaar/ Farmers' market 
Planned - The layout of a market yard should be to facilitate easy movement of 
people (consumers and farmers bringing in their commodities for sale) and vehicles. 
The layout should be such that there be efficient use of the available space. 
Congestion should be avoided. Each stall should face the internal walkways for 
proper display of commodities and have equal opportunity for the business 
development. The stalls should have sloping roofs with a minimum slope of 1:4 
towards the internal walk way for proper drainage of rain water. The display floor 
of the stall should have sufficient height from the ground level to prevent 
inundation. The Rythu Bazaar should have a wide approach road and adequate 
parking space for vehicles of consumers. Drainage arrangements for rain water, 
waste and sewerage water should be made by means of covered surface or 
underground drains according to site conditions. Provision for trash arresters may 
be provided for preventing clogging of rains. Minimum provision for (a ) cleaning 
(b) grading and sorting (c) weighing (d) packaging (e) small storage godowns for 
short duration storage (t) market office (g) gate check post (h) parking space (i) 
firefighting arrangements will have to be made. The estimates provided should be 
examined to see whether they are reasonable and whether all the items of 
development are covered. 
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Actual - As mentioned above, though the layout of the market yards have been 
designed to facilitate easy movement of people (consumers and fanners bringing in 
their commodities for sale) and vehicles, yet the approach path was occupied by 
many non-member farmers who operate from their carts. Also there were 
complaints from customers about the 
unauthorized/makeshift stalls that obstructed easy 
, . , , T.T t. n Exhibit 5.1: Lack of stalls flow while purchasing vegetables. Not all stalls for some farmers 
faced the internal walkways, thereby displays of 
commodities were not done properly and those 
farmers who did not have proper stalls (see 
Exhibit 5.1) lacked equal opportunity for the 
business development. Also the stalls that had 
been constructed had display floors of the stall at 
sufficient height from the ground level to prevent 
inundation. The issue of parking space had been 
touched upon in the earlier point. The Estate Officers who responded to the survey 
questions have mentioned that staff at Rythu Bazaar looked at the cleanliness of the 
market yard, which was found to be lacking at times. One thing which the Andhra 
Pradesh Directorate of Marketing should take a serious note of is about the lack of 
small storage godowns for short duration storage. All the Estate Officers confirmed 
about the lack of storage facility for produce. The market office though is 
fimctioning as planned. 
5.5.3 Identifications of Farmers 
Planned - Farmers are identified from a cluster of 10-15 predominantly vegetable 
growing villages to enable provision of horticultiu-e services, inputs and 
transportation arrangements to the Rythu Bazaars effectively. Horticulture 
Department identified such clusters for all the Rythu Bazaars. Identification of 
farmers was done jointly by a team consisting of 
1. M.R.O. 
2. Horticulture Officer/Consultant 
3. Agricultural Officer, in the villages. 
In the absence of Horticultural Officer/Consultant services of Assistant Director, 
Agriculture may be utilized. The team finalized the schedule of visits to the villages 
96 
and publicized it adequately among the vegetable growing fanners. As per the 
schedule the team visited the villages and convened meeting of vegetable growing 
farmers, in the meeting they explained the advantages of the Rythu Bazaars to the 
farmers highlighting provisions in order to motivate them to reap the benefits. The 
various services provided to the farmers were: 
a) Horticultural services 
b) Seed supply at subsidized rates 
c) Transportation arrangements 
d) Price mechanism 
e) Elimination of middlemen 
After the meeting, the team visited the fields of the farmers who showed inclination 
to join Rythu Bazaars and issued temporary identity cards on the spot. Temporary 
identity cards issued were then replaced by laminated photo identity cards within a 
week. Tenants were also given identity cards on field verification. Farmers were 
formed into groups as per their choice. It was explained to them that each group 
would send one or more members on rotation for sale of vegetables in Rythu 
Bazaars. 
Actual - This is followed as per the guidelines laid down. 
5.5.4 Issue of Photo Identity Card 
Planned - Based on the recommendations made by the team, identity cards were 
issued to the farmers in which photo of the land owner and his nominee with the 
particulars of the village to which the farmer belonged, survey number, extent of 
the land owned by him, and the vegetables grown were mentioned. The identity 
cards are required to be renewed every six months with reference to the vegetables 
grown in their fields. Photographs of the farmers in the identity cards had to be 
attested by Horticultural Consultant and the identity cards were laminated. A 
register containing the details of the identity cards issued was maintained with 
Horticultural Consultant and Estate Officer. Renewal of the Identity cards would 
have to be complete at least 15 days before expiry. 
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Actual - This is followed as per the guidelines laid down. There have been some 
allegations of traders entering the fanners' market without original identity cards. This 
however needs to be looked into by the authorities. 
5,5.5 Transport Facility 
Planned - Transport facility for pick up and dropping down of the registered 
farmers to the Rythu Bazaar were to be arranged by the market functionaries 
through tie-up with state transport department. 
Actual - Although the plan was to provide transport facility for pick up and 
dropping down of the registered farmers to the Rythu Bazaar to be arranged by the 
market functionaries through tie-up with state transport department, the responses 
from the Estate Officers presented a contrary picture. On being asked as to how 
farmers brought their produce from their village/farm, the responses that were 
received from the Alwal, Vanasthalipuram, Mehdipatnam, and Erragada Estate 
Officers explains the rationale behind the observation. They said that though buses 
and trains were provided, many a times they did not avail these services and the 
farmers used their own vehicles or hired auto trolleys to bring their produce to the 
market yards. 
In addition to these, when asked about the number of dedicated buses/trains that 
have been provided for the purpose of bringing the farmers' produce to the Rythu 
Bazaar, the responses of the four Estate Officers of Alwal, Vanasthalipuram, 
Mehdipatnam, and Erragada were 2-3, 3, 6, and 9 respectively, which needless to 
say is grossly inadequate. 
Also one of the major reasons cited by the farmers who operate for less number of 
days is lack of proper transportation system. It is therefore important that the 
Andhra Pradesh Directorate of Marketing addressed this issue to plug the gap in the 
supply chain. 
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5.5.6 Allotment of stalls 
Planned - Stalls are allotted to the farmers on first come first serve basis daily. The 
farmers are not allowed to occupy the stalls permanently. No fee is to be collected 
from the farmers. 
Actual - This is followed as per the guidelines laid down. However, among the 
respondent farmers only 6.8 percent said that they were satisfied with allotment of 
stalls, while 60 percent were neutral. Therefore there is a need to educate the 
farmers about the process of stall allotment so that their misgivings are addressed. 
5.5.7 Price Fixation 
Planned - The market committee every day communicates the moderate wholesale 
prices of vegetables through fax between 7.30 AM and 8.00 AM. Based on the 
same, the prices of vegetable are fixed in consultation with the farmers committee, 
which may be 20% -25% higher than the whole sale price and lower than the local 
retail market prices in the area. The following process is followed for price fixation: 
• The price fixation in Rythu Bazaars is done through a committee of farmers 
and the Estate Officer. 
• Adequate care is taken to fix the prices realistically. If the prices in Rythu 
Bazaars are higher than the local market rate, there is no incentive to 
consumers. And if the prices fixed are lower than the wholesale market rates 
there is no incentives to farmers. 
• The prices generally in Rythu Bazaars are 25% above the wholesale rates 
and 25% less than the local retail price. 
• Marketing Department provides the wholesale prices to Estate Officer for 
realistic price fixation. Estate Officers also make efforts to obtain the 
wholesale and retail prices. 
• Whenever Marketing Department is not able to provide wholesale prices by 
6.00 A.M in the morning, previous day's wholesale price may be used. 
• For the different varieties (clearly distinguishable) of the same vegetable, 
different sale price are generally fixed. 
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• The Estate Officers ensure that prices are displayed prominently at strategic 
locations. 
• The Estate Officers ensure strict enforcement of prices fixed. 
• All disputes relating to sale of vegetables are resolved by the Estate 
Officers. 
Actual - This was followed as per the guidelines laid down. However, it had been 
noticed that occasionally there were gaps in following the procedures. While 
Exhibit 4.2 in Chapter 4 clearly shows the signature of both the members of the 
committee of farmers and the Estate Officer, Exhibit 5.2 shows another incident 
when this practice was not adopted. This could be the reason behind the low level 
of satisfaction among the farmer respondents observed (only 49.2 percent) despite 
having a very transparent price fixation mechanism. 
5.5.8 Sale of vegetables to residential schools/hostels 
Planned - The Rythu Bazaar has the freedom to undertake bulk supply of 
vegetables to the social welfare hostels, major residential areas and hostels as per 
their requirements to encourage the farmers to bring more and better quality 
vegetables to the market. 
Actual - Rythu Bazaars has taken the initiative to sell vegetables at colonies in the 
city where Rythu bazars are not present or far away with the help of Mobile Rythu 
Bazaars. This is supported by the views expressed by the CEO of Rythu Bazaars, 
"We have given permission to mobile Rythu bazars (MRBs) to sell vegetables at 
colonies where Rythu bazars are not available. " 
This has also helped some farmers become self-employed. Residents also can buy 
fresh vegetables. This has also helped to increase the reach of Rythu Bazaars and 
increase awareness. The MRB scheme was started in 2002 with four vehicles in 
Hyderabad but they did not become very successful and were abandoned. Now, 
with the population increasing significantly, a need was felt to increase the number 
of Rythu Bazaars. 
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5.5.9 Public Address System 
Planned - Prices of vegetables had to be frequently announced through public 
address systems to create awareness of the rates of the vegetables among the 
consumers as well as farmers. 
Actual - None of the Rythu Bazaars under this survey had a public address system. 
5.5.10 Providing of coins 
Planned - Since, both farmers and consumers faced a lot of problem due to lack of 
change especially of 50 paise and one rupee coins, the market functionaries had 
installed coin exchangers at a suitable location in Rythu Bazaars through tie up with 
Andhra Bank. 
Actual - Among the Rythu Bazaars surveyed none had their note to coin exchange 
machines functional. 
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5.5.11 Supply of weighing scales 
Planned - When the farmers enter into a Rythu Bazaar their names along with the 
particulars such as name of the village and the quantity of vegetables brought by 
them were proposed to be entered in a register and then issued a token. On the basis 
of the token issued to them all the farmers were to be provided with weighing scales 
without collecting any fee. As per the plan, the farmers had to return back the scales 
after completing their sales. 
Actual - This is followed as per the guidelines laid down. 
5.5.12 Farmers rest room cum training center 
Planned - A room of size 3.6 m x 6 m was proposed to be constructed in all Rythu 
Bazaars to act as rest rooms for the farmers. The rooms would be used as a training 
center for imparting training on nursery development/vermicomposting/biofertilizer 
preparation integrated pest management, nutrition management etc. 
Actual - This is followed as per the guidelines laid down. 
5.5.13 Small Sized Godown 
Planned - Provision was proposed to be made by the Market 
Functionaries/Department of Agriculture Marketing for construction of a small 
50/100 MT capacity godown for the sellers/ SHGs/BPL group members to store 
their non-perishable goods and other commodities for short durations, in Rythu 
Bazaars where farmers sell onions, provisions for construction of small sized onion 
godown for safe storage of onion was also proposed to be provided. 
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Actual - Storage of small quantity of unsold vegetables, if possible would ensure 
that farmers do not resort to selling their vegetable at a much cheaper rate in the 
evening as compared to the rate fixed by the price fixation committee in the 
morning. This would help increase the earnings of the farmers. Most farmers (78.8 
percent) expressed that they did not get the same rate in the evening as in the 
morning, and the major reason behind the same was lack of storage facilities (as 
quoted by 57.8 percent). 
5.5.14 Cold Storage 
Planned - Depending on movement of perishable produce in the market yard, 
construction of a cold storage had been proposed to be considered. 
Actual - Among the Rythu Bazaars surveyed none has the facility of cold storage 
in the market yard. 
5.5.15 Market Office 
Planned - An area of approximately 15 sq. m. was provided for the office to house 
the staff and equipment like computer printer, typewriter, telephone fax machine 
etc. Provision was also made for construction of a watch and ward room near the 
entrance gate of the Rythu Bazaars. 
Actual - This is followed as per the guidelines laid down. 
5.5.16 Electricity 
Planned - Electricity was necessary for illumination of Rythu Bazaars, powering 
fans, motors, water pumps etc. Adequate supply of power is ensured from the state 
electric supply agency in the markets. The power requirement in a market may be in 
the order of 25 KVA. 
Actual - This is followed as per the guidelines laid down. 
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5.5.17 Water Supply 
Planned - The market yard was provided with a dependable source of potable 
water. In the market yards that were located close to a town where municipal water 
supply was available, the same was availed; otherwise suitable tubewell 
arrangement was made for the provision of water. An overhead storage tank which 
could provide water at desired pressures in the distribution pipes was constructed. 
Actual - This is followed as per the guidelines laid down. 
5.5.18 Sewage System/Garbage Disposal 
Planned - Arrangements was made for the market yard for collection of garbage 
and disposal of sewage. The premises were kept neat and clean. Removal of 
garbage, cleaning the market, maintenance of toilets was entrusted to either a local 
body, or a private agency, or a Self-help Group. Required funds for the above were 
met from the income generated through auction of parking space, canteen, etc. 
Farmers and Self Help Groups clean the space allotted to them and put the garbage 
at the places specified. 
Actual - This was followed as per the guidelines laid down. This was evident from 
the low number of consumers who spoke regarding the cleanliness of the market 
yard being a concern. Among the respondent consumers only 7 percent felt that 
cleanliness should be improved to attract more consumers into the market yard. 
5.5.19 Equipment 
Planned - Efficient functioning of the Rythu Bazaars depended very much on the 
communication facilities in the market area. This included telephone and fax, 
computer with printer, calculator, furniture, filing cabinets, ventilation fans, 
equipment necessary for primary quality assessment of the commodities. Weighing 
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Scales and Electronic Weighing Machines, Plastic Crates/Basl<ets and Fire Fighting 
equipment. 
Actual - This is followed as per the guidelines laid down. 
5.6 Variables of Supply Chain Addressed in Study and the Proposed Supply 
Chain iVIodel 
The major variables of supply chain that have been covered in the study are 
transportation, storage, material handling, order processing, distribution planning, 
customer service and information system. Andhra Pradesh is the second largest 
producer of fruits, vegetables and flowers in the Country. The predominantly grown 
fruit crops are mango, banana, cashewnut, sapota, guava and pomegranate. Brinjal, 
lady's finger, onions, tomatoes, beans and gourds are the major vegetables produced 
in the State. Regulated Market Yards for fruits and vegetables are functioning only 
at few centers in the State. The Marketing system for fruits and vegetables is in the 
hands of middlemen. As mentioned in chapter 4, middlemen exist at various levels 
between the farmer and the consumer and exploit through malpractices in weighing, 
handling and payments. The farmers' share in the consumers' rupee is estimated to 
be just 40 paise. In addition the estimated loss in handling of vegetables in the 
traditional channel of marketing is about 30 to 35%. 
Large numbers of small farmers are unable to effectively bargain for a better price 
in the wholesale markets. Inefficiencies in wholesale markets result in a long chain 
of intermediaries, multiple handling, loss in quality and increase the gap between 
producer and consumer prices. Intermediaries and system inefficiencies consume a 
disproportionate share of consumer prices. Large number of small retailers, each 
handling small quantities, create high overheads leading to high margins on 
produce. Rythu Bazaars operate outside the purview of Agricultural Market 
Committees and are managed by Estate Officers under the control of Joint 
Collectors. It was in this backdrop that the necessity to evolve an alternate 
marketing strategy where both growers and consumers are benefited was felt. Rythu 
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Bazaars were thus planned for direct interface between tine farmers and the 
consumers eliminating middlemen. 
There are ninety six Rythu Bazaars that are in existence benefiting 4500 fanners 
and large number of consumers. India is estimated to have over five lakh villages 
and almost sixty percent of the population is employed in the farm sector. However, 
agriculture contributes to only 25% of the national income. Lack of marketing 
information and inadequate access to markets as well as supply chain inefficiencies 
inherent in the farm sector contribute to low realizations and incomes to the 
farmers. Apart from the problems faced by farmers on account of lack of 
knowledge, improper supply chain mechanisms add to their woes. Rythu Bazaars 
can play a key role in addressing some of these problems, and there is a clear need 
to facilitate similar marketing infrastructure throughout the country. To ensure that 
this happens, the following needs to be looked at urgently: 
5.6.1 Transportation Systems 
There is a need for an efficient state transportation system to facilitate expansion of 
markets. Reduction in the transportation time would have a positive impact on the 
price and hence the profits on the agricultural produce. Rythu Bazaars are 
connected by APSRTC buses but their numbers have to be increased. For example, 
at Erragada, a model Rythu Bazaar, farmers come from the nearby areas of Medak, 
Rangareddy, Vikarabad, Nawapet, Shankarpally etc. For all these there are 9 
APSRTC buses earmarked for ferrying the produce to the market. The 
transportation charges are highly subsidized. Farmers are not charged anything for 
commuting. They pay a nominal sum of Re. 1 per bag of 100 kg. Despite all these, 
their problems get compounded since as per regulations, farmers from Rythu 
Bazaars cannot use private vehicles, though it is very clearly evident from the 
survey results that many farmers use their own transportation to bring their produce 
to the market yards. Farmers from Vikarabad, Nawapet, and Shankarpally usually 
prefer trains which are well connected to Hyderabad. As mentioned earlier, from 
the response of the Estate Officers the researcher found that for the other Rythu 
Bazaars, the number of buses was still less. This needs to be addressed at the 
earliest. Also it could be derived from the farmers' responses that some 
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inconsistency did exist with respect to the availability and the number of both 
APSRTC buses and MMTS. 
5.6.2 Storage 
Scarcity of storage facilities result in heavy losses to farmers. A large part of the 
farmers' produce gets wasted as they are highly perishable. Although there is a 
price fixation mechanism at work in Rythu Bazaars which was monitored by 
representatives from the Revenue Department, yet farmers had to resort to distress 
selling because of the absence of storage facilities. As mentioned earlier, farmers 
resorted to selling their vegetable at a much cheaper rate in the evenings as 
compared to the rate fixed by the price fixation committee in the morning. Proper 
storage facilities would help increase the earnings of the farmers. Apart from 
distress selling, proper scientific storage facility could also reduce seasonal 
fluctuations in prices of these perishable goods. Rythu Bazaars have yet to come up 
with this facility. Although the Agricultural Produce Corporation Act was enacted 
in 1956, and the warehousing Acts during 1957- 58, yet a storage capacity of about 
150 MT is still required all over the country to address this issue. The problem gets 
more accentuated when one looks at the availability of cold storage in India. As per 
statistics available, the present storage capacity of cold stores is sufficient for only 
10 percent of the total production of perishable agricultural products. 
5.6.3 Material Handling 
The transportation issue that the farmers have is also on account of the distance 
between the bus stop and the stalls where they operate from. Apart from lacking 
awareness about the transportation facilities provided by the Rythu Bazaars, they 
are also forced to hire auto trolleys to bring their produce to the market yards, since 
it is difficult for them to carry the huge load from the bus stops to their stalls which 
could be as far as 500 meters. To address this issue Rythu Bazaars may provide 
push carts to the farmers to bring their produce from entry point of bazaar to the 
stalls. A process similar to the distribution of weighing machines that has been 
discussed earlier in chapter 5 may be adopted as in the case of issuing of the push 
carts to the farmers. 
107 
5.6.4 Order Processing 
In order to attract more customers, especially those who cannot come to the market 
yards quite often because of iaclc of time, and to extend benefit to this section Rythu 
Bazaars can start Home Delivery of vegetables. This has the potential to address the 
issue of the farmers getting lower rates in the evening as they resort to distress 
selling during evening. This could benefit both farmers and consumers, since by the 
time most of the office going consumers can come to these bazaars for purchasing 
vegetables the Rythu Bazaars would have closed its operations. By placing the 
orders consumers can get their vegetables delivered at their door step and the 
farmers get an increased opportunity to get their produce sold. The orders from 
customers may be taken by Estate Officers through telephone, and then depending 
on the following the vegetable may be procured for sending to the customers. 
5.6.5 Distribution Planning 
Once the order has been processed, to execute the order a proper distribution 
planning should be in place. Following is the proposed plan for distribution. 
a. Each Mandal to be allocated a day in the week when Estate Officers will 
process the order from farmers of that Mandal. 
b. Selecting the farmers from whom vegetables are to be taken in order to 
execute the order will be the sole prerogative of the Estate Officer and the 
members of farmers committee. 
c. In the event of the farmers of the earmarked Mandal for the day not having 
the required amount of vegetables, the same may go to the next day's 
Mandal and so on. 
d. It will be the prerogative of the Estate Officers to ensure that order sent is of 
good quality. 
e. Orders may be taken during any time of the day. Dispatch will happen only 
after the closure of the bazaars. Farmers willing to do so will get saved from 
distress selling. This study provides enough data to believe that with the 
addition of this service, Rythu Bazaars can pose a serious challenge to the 
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supermarkets, more importantly to the crowd which likes to consume fresh 
vegetables but has severe time constraints. 
5.6.6 Customer Service 
A database of the customers may be created where essential information regarding 
the customer i.e., name, address contact number is kept. With the Rythu Bazaar 
Information System working fine, developing a system as suggested may not be 
difficult. On receiving the details from the consumers for the first time, a key 
identification number may be generated for each consumer so that he does not have 
to give all his details every time he makes a call to the bazaars. This added with 
good service will only add to the delight factor of the consumer. 
5.6.7 Information System 
The Rythu Bazaar Information System is already in existence and provides valuable 
information on prices of vegetables in various Rythu Bazaars across the state, and 
also helps consumers see the difference between the rates of these markets and 
those of the retail stores. 
However, to make the information system more useful for the consumers, it can be 
moved to a Web 2.0 platform thereby engaging the consumers more with the 
bazaars. A feedback mechanism is suggested to be kept in the information system 
for the consumers to give their feedback at their free time through this platform, 
though a complaint/suggestion mechanism already exists. This will help the 
administrators of these markets understand the customer requirements better and 
hence improve their services accordingly. This platform, by virtue of being 
interactive will also help administrators understand the concerns of the consumers 
better. Further the database will also get built and can help undertake focused 
research to increase business in these markets. 
In order to address the mentioned inefficiencies in the system, the supply chain 
model given by figure 5.1 is proposed for better functioning of the Rythu Bazaars. 
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Chapter 6 Consumers' Perspective - Demand Side Analysis 
CHAPTER SIX 
CONSUMER S' PERSPECTIVE - DEMAND SIDE ANALYSIS 
6.1 Introduction 
This chapter presents the analysis done on the data obtained from the consumers' 
survey which has been explained in chapter 3. The analysis has been organized into 
two sections. Section 1 examines the demographics of the consumers and also looks 
at whether consumers have derived any benefits since purchasing vegetables from 
Rythu Bazaars or not, thereby addressing Research Question 2. Section 2 lays the 
foundation for concrete recommendations taking the demographic profile of the 
consumers into account. This section focuses on addressing Research Question 5 to 
explore if farmers can get more advantage from Rythu Bazaars by virtue of 
concentrating on a certain segment of consumers that also purchases vegetables 
from supermarkets apart from Rythu Bazaar. This is with the aim of looking at the 
possibility of identifying and adopting a model, which, if implemented could result 
in benefitting the farmers with respect to a potential increase in their earnings. For 
this a logit regression model has been designed to understand the demographic 
profiles of the consumers and based on the findings siaggestions have been made to 
target a certain segment for increased sales. 
6.2 Section 1: Consumers' Survey 
This section presents a summary of the findings of the consumers' survey. 
6.2.1 Analysis of Consumer Survey (Demographic Profile) 
To better understand who constitutes Rythu Bazaar's consumers, respondents were 
questioned on their demographics characteristics such as age, gender, educational 
qualification, occupation, size of family, number of children in the family, number 
of earning members in the family, and annual family income. The surveys showed 
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that there is no appreciable difference between the number of male and female 
consumers (Table 6.1:B), being respectively 48.5 percent and 51.5 percent. 
Age Distribution: Respondent's age distribution (Table 6.1: A) indicates that most 
of the purchasers are quite young, with the youngest and the oldest respondents 
being 22 and 48 respectively. This is in sharp contrast to the farmers' market in the 
US where the majority of the consumers are older than 50 years (Henneberry et. al., 
2004). However there is one thing that was found to be common regarding the age 
of the consumer respondents that being that none of surveyed shoppers were 
younger than 20 years old. This shows that the Rythu Bazaars are frequented both 
by the young and the middle aged consumers. 
Educational Qualification: With respect to educational qualification, the range was 
distributed - from secondary school to post graduation. Around 35.9 percent of the 
respondents indicated education (Table 6.1:C) up to post graduate levels, while 
another 54 percent were graduates. Only 10.1 percent of the respondents are not 
graduates. 
Annual Family Income: With regard to the respondents' annual family income 
(Table 6.1:D), 24.7 percent of respondents have incomes between Rs. 200000 to Rs. 
500000, while 64.6 percent have income between Rs. 500000 and Rs. 1000000, 
10.6 percent of the respondents have an annual family income in excess of Rs. 
1000000. The relatively high education and income levels of Rythu Bazaar 
respondents on this survey is very similar to the farmers' market studies conducted 
intheU.S. byKeziset.al(1995). 
Purchasing Patterns: To get a better understanding of the purchasing patterns, 
respondents were asked questions about the frequency of their visits to the Rythu 
Bazaars, time spent during each of the visits, and the average amount that the 
consumers spend in the market in each of their visits. About 12 percent of Rythu 
Bazaar respondents visit the market weekly, while 43 percent visit the Bazaar 
fortnightly, and 45 percent visit once a month. When respondents were asked about 
their average money spending each time they visit the market, 37.9 percent said 
they spend in excess of Rs. 400, 39.4 percent spend anywhere between Rs. 200 to 
Rs. 400, and 20.2 percent spend between Rs. 100 and Rs. 200. A small 2.5 percent 
of the respondents spend less than Rs. 100. 
Table 6.1: Consumers' Profile 
Table 
A: Age 
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6.2.2 Consumers' Benefit 
The objective of this section was to examine whether the consumers have benefited 
or not since purchasing vegetables from the Rythu Bazaars. Tables 6.2(a) to 6.2 (f) 
describe the same. 






































a. Based on 2*i.pproximation. 
The above statistic indicates that the null hypothesis is rejected here. 
In this case the hypotheses are: 
Hypothesis 7 
HO: The consumers did not benefit since purchasing vegetables from Rythu Bazaars. 
HI: The consumers did benefit since purchasing vegetables from Rythu Bazaars. 
As is apparent from Table 6.2(a), 68.2 percent of the consumers felt that they have 
benefited because of the introduction of Rythu Bazaar. From the Binomial Test, we 




HO: The consumers have not benefitted on account of the quality of products since 
purchasing vegetables from Rythu Bazaars 
HI: The consumers have benefitted on account of the quality of products since 
purchasing vegetables from Rythu Bazaars 
Table 6.2 (c): Consumers Benefited on account of the quality of products 


















Asymp. Sig. (2-tailed) 
.000" 
Inference: For hypothesis 8, null hypothesis is rejected. This means that consumers 
have benefitted on account of the quality of products since purchasing vegetables 
from Rythu Bazaars. 
Hypothesis 9 
HO: The consumers have not benefitted on account of the variety of products since 
purchasing vegetables from Rythu Bazaars 
HI: The consumers have benefitted on account of the variety of products since 
purchasing vegetables from Rythu Bazaars 
Table 6.2 (d): Consumers Benefited on account of the variety of products 
Variety of products Group 1 
Group 2 
Total 















Asymp. Sig. (2-tailed) 
.019" 
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Inference: For hypothesis 9, null hypothesis is rejected. This means that consumers 
have benefitted on account of the variety of products since purchasing vegetables 
from Rythu Bazaars. 
Hypothesis 10 
HO: The consumers have not benefitted on account of the price of products since 
purchasing vegetables from Rythu Bazaars 
HI: The consumers have benefitted on account of the price of products since 
purchasing vegetables from Rythu Bazaars 
Table 6.2 (e): Consumers Benefited on account of the price of products 
Binomial Test 

















a. Based on Approximation. 
Sig. (2-tailed) 
.005" 
Inference: For hypothesis 10, null hypothesis is rejected. This means that 
consumers have benefitted on account of the price of products since purchasing 
vegetables from Rythu Bazaars. 
Hypothesis 11 
HO: The consumers have not benefitted on account of the convenience of purchasing 
vegetables since they started purchasing vegetables from Rythu Bazaars 
HI: The consumers have benefitted on account of the convenience of purchasing 
vegetables since they started purchasing vegetables from Rythu Bazaars 



























Inference: For hypothesis 11, null hypothesis is rejected. This means that 
consumers have benefitted on account of the convenience of purchasing vegetables 
since they started purchasing vegetables from Rythu Bazaars. 
Hypothesis 12 
HO: The consumers have not benefitted on account of the consistency of available 
products since they started purchasing vegetables from Rythu Bazaars 
HI: The consumers have benefitted on account of the consistency of available 
products since they started purchasing vegetables from Rythu Bazaars 
Table 6.2 (g): Consumers Benefited on account of the consistency of available 
products 

























Inference: For hypothesis 12, null hypothesis is rejected. This means that 
consumers have benefitted on account of the consistency of available products since 
they started purchasing vegetables from Rythu Bazaars. 
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Hypothesis 13 
HO: The consumers have not benefitted on account of good service since they started 
purchasing vegetables fi^om Rythu Bazaars 
HI: The consumers have benefitted on account of good service since they started 
purchasing vegetables from Rythu Bazaars 
Table 6.2 (h): Consumers Benefited on account of good service 
Binomial Test 
















Asymp. Sig. (2-tailed) 
.075" 
a. Based on Approximation. 
Inference: For hypothesis 13, null hypothesis is not rejected. This means that 
consumers have not benefitted on account of the on account of good service since 
they started purchasing vegetables from Rythu Bazaars. 
6.2.3 Nature of benefits of the consumers 
To study the nature of benefits it was found appropriate to look at the major reasons 
of consumers' purchasing vegetables from these farmers' markets. It was found that 
92.9 percent respondent consumers in the Rythu Bazaars responded to t[uality' 
with moderate to high satisfaction. This factor has emerged as the most important 
factor affecting their choice to shop at these markets. Another important factor 
where the score was very high was the availability of fresh and nutritious' products 
(75.7 percent). More than half the respondents (57.1 percent) were satisfied with the 
{)rice', (58.1 percent), with the fconvenience of purchasing vegetables' at these 
bazaars, 58.6 percent with the Variety of vegetables', 56.6 percent with the fjuality 
of service', and 55.1 with the tons istency of available products'. 
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When the consumers were asked to identify the three key attractions for them to 
come to Rythu Bazaars, 70.7 percent responded as Quality', 55.56 percent as 
{)rice', 45.96 percent as freshness'. Around an equal number of respondents 
identified factors like Variety of vegeta bles' (29.29 percent), Service' (28.28 
percent), and firoximity' (27.27percent) as one of the three key attractions for 
them. Table 6.4(a) gives the summary of the three key attractions for the 
consumers' purchasing of vegetables from these markets, while Table 6.4(b) gives 
in details the top three attractions in the order in which the respondents have 
responded. 
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Quality of vegetables 
Price 
Freshness 




Convenience of purchasing vegetable 


















Table 6.4 (b): Top 3 key attractions for consumers to come to Rythu Bazaar 
Response Category 
Attraction by benefits-1 
Attraction by benefits-2 
Benefits 
Quality of vegetables 
Price 
Variety of vegetables 
Freshness 




Quality of products 
Friendly Atmosphere 
Variety of vegetables 
Freshness 
































































Attraction by benefits-3 Quality of vegetables 
Price 
Friendly Atmosphere 
Variety of vegetables 
Freshness 



















































Of the consumers of Rythu Bazaars, 61.3 percent of the respondents also go to various 
supermarkets for purchasing vegetables. As can be seen from Table 6.5(A), exactly half 
the respondents (50.41 percent), who also go to supermarkets for purchasing 
vegetables, visit such stores once every fortnight, and another 42.98 percent once every 
month. However, only 6.61 percent of the respondent consumers visit the supermarkets 
weekly at least once, which is a positive thing. It has been noticed that consumers 
visiting the supermarkets as frequently as weekly at least once have a high propensity 
of purchasing their vegetables from the supermarkets. On the other hand, consumers 
who visit these markets less frequently constitute a large majority (93.39 percent), 
which means that many of these consumers visit these supermarkets not necessarily to 
purchase vegetables. There was also a sizable number (38.89 percent) of respondents 
who visit only Rythu Bazaars. When this group of respondents was asked about the 
reason for not visiting the supermarkets, 52.4 percent of the respondents quoted {)rice' 
as the prime reason, and 19 percent said t|uality' (Please refer to Table 6.5(b)). 
Table 6.5(a): Frequency of visiting Supermarkets 
















Table 6.5(b): Reasons of consumers not visiting Supermarkets for purchasing 
vegetables 









Good price at Rythu Bazaar 
Good service at Rythu 
Bazaar 
Here I get fresh vegetable 
High price at super market 






























































6.2.4 Analysis of the consumers who have benefitted from Rythu Bazaars 
As mentioned in Section 6.2.2 above, of the respondents 68.2 percent felt that they 
have benefitted since purchasing vegetables from these markets. To understand this 
group of consumers better, we study their demographic characteristics in order to 
find if there are any distinct features that they exhibit. 
Gender: Of the respondent consumers, 135 said that they have benefitted since 
purchasing vegetables from Rythu Bazaars. Among the benefited consumers 51.9%) 
were female and the remaining 48.1% male, which clearly shows that there is not 
much of a difference between the number of male and female consumers, with 
female consumers being marginally higher than male consumers. A similar trend is 
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observed among the respondents who felt that they have not benefitted from these 
markets. 















Age: From Table 6.7 it is evident that among the consumers who have benefited 
from Rythu Bazaars (25.9 percent) were m the age group 25-30 years, 33.3 percent 
in the age group 30-35 years and 25.2 percent were in the age group 35-40 years. 
Among the group that felt that they not benefitted since purchasing vegetables from 
these markets, a large percentage (74.6 percent) are in the age group 25 years to 35 
years. 



































Family Size and Earning Members: We can see from Table 6.8 that among the 
consumers who have benefited from Rythu Bazaars 36.3%) have 3-5 members in the 
family where as 60.0% have 6-8 members in the family. Consumers representing 
larger families indicate that most of the consumers are price conscious, and hence a 
sizeable percentage of large families are reflected here. Also, we find from Table 
6.9, that among the consumers who have benefited from Rythu Bazaars 48.1% had 
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2 earning members in the family, 23.0% had 3 earning members in the family and 
15.6% had 4 earning members in the family 
Table 6.8: Number of family members 





























Table 6.9: Number of earning members in the family 


































Income Expenditure of Consumers: From Table 6.10 it is clear that among the 
consumers who have benefited from Rythu Bazaars 19.3% had an annual income 
between 2-5 lacs, 69.6% had an annual income between 5-10 lacs and 1 l.P/o had an 
annual income in excess of 10 lacs. Whereas 14.8% of the benefited consumers' 
expense for every visit is Rs. 100 to Rs. 200, 42.2% of the benefited consumers' 
expense for every visit is Rs. 200 to Rs. 400 and that for 40.7% of the benefited 
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consumers is more than Rs. 400. The above results also indicate that the Rythu 
Bazaars have huge profit generating opportunities for farmers. This when looked at 
in conjunction with the number of visits at Rythu Bazaars and time spends patterns 
of the customers, further provides evidence of the huge opportunity at these 
markets. It is interesting to note that 42.2 percent of the respondents visit Rythu 
Bazaars once every fortnight and 63 percent spend between 30 minutes to 60 
minutes on every visit while another 23 percent spend more than 60 minutes on 
every visit to these markets. Table 6.12 provides us the number of visits at super 
markets of the customers. A comparison of the two tables - Table 6.11 and Table 
6.12 makes it clear that the choice of Rythu Bazaars among the consumers is in 
priority over the Supermarkets. 


























Expenditure per Visit 
Less than Rs. 100 
Rs. 100 to Rs. 200 
Rs. 200 to Rs. 400 


















Table 6.11: No. of visits/Time spent 




No. of Visits 
Weekly at least once | 12 
1 
Fortnightly once 28 
) 










Time Spent per Visit 
Less than 15 minutes 
Between 15 minutes to 30 
minutes 
Between 30 minutes to 60 
minutes 

















Table 6.12: Visits to Supermarlcets and Frequency of Visits 
Super marltet visits/ 
Visit Frequency 














j Visit Frequency 
N.A 
Weekly at least once 
Fortnightly once 


















6.2.5 Issues at the Consumers' end 
The study also attempted to identify the inconveniences faced by the consumers and 
improvements in services that, if provided would encourage more purchase of 
vegetables per consumers from Rythu Bazaars attract more consumers to Rythu 
Bazaars. About one in every four consumers (26.77 percent, 24.75 percent gave it as 
the first reason and 2.02 percent as the second) said that cleanliness should be 
improved. Allied to this was the response from another 18.18 percent of the 
respondents who felt that the vegetable waste disposal system should be made regular. 
Another 29.80 percent respondents felt that there should be more fresh vegetables 
available during the evening hours, which currently is not the case. Since the farmers 
come to the market early in the morning, the freshness of vegetables goes down as the 
day progresses, and hence many consumers have expressed that they do not get fresh 
vegetables in the evening, probably the time that they come to the market after office 
hours on week days. This also corroborates the requirement of building proper storage 
facilities inside the market yards. A section of the respondents (28.79 percent) have 
also highlighted the large number of stalls in the market yard which restricts the 
consumers' easy flow through the pathways, thereby impacting the experience of 
purchasing vegetables from these markets. 11.62 percent of the respondents felt that 
the price charts should be displayed properly, 14.14 percent felt that the rates were 
generally higher on Sundays and on festival days, 16.16 percent wanted the parking 
facilities to be made better, and 11.11 percent felt that if the market authorities clear 
the entrance which is flooded with many non-farmers, this would encourage the 
consumers to purchase more from the Rythu Bazaars. Tables 6.13(a), (b), and (c) gives 
the entire list. 
Table 6.13(a): Concerns for consumers - First Priority 
Concerns 
Cleanliness 
Improve water and sanitation facility 
Canteen facility 
Vegetable waste disposal system to be made 
regular 
No friendly service on weekends 
Middlemen should not be allowed in the market 
No Comments 
Improve Parking fticility 
Entrance is flooded with many non-farmers 
Availability of fresh vegetables in the evening 
High price on Sundays and festivals 
Display price chart properly 
Large number of stalls in small place 
Maintain more varieties of vegetables 
Note to coins exchange machine provided by 

































































Table 6.13(b): Concerns for consumers - Second Priority 
Concerns 
Cleanliness 
Improve water and sanitation facility 
Canteen facility 
Vegetable waste disposal system to be made 
regular 
No friendly service on weekends 
Middlemen should not be allowed in the 
market 
No Comments 
Improve Parking facility 
Entrance is flooded with many non-farmers 
Availability of fresh vegetables in the evening 
High price on Sundays and festivals 
Display price chart properly 
Large number of stalls in small place 
Maintain more varieties of vegetables 
Note to coins exchange machine provided by 




































































Improve water and sanitation facility 
Avoid unauthorized construction of stalls 
Vegetable waste disposal system to be made 
regular 
No friendly service on weekends 
Middlemen should not be allowed in the market 
Maintenance of weighing machines 
Improve Parking facility 
Entrance is flooded with many non-farmers 
Availability of fresh vegetables in the evening 
High price on Sundays and festivals 
Display price chart properly 
Large number of stalls in small place 
Maintain more varieties of vegetables 
Note to coins exchange machine provided by 





































































6.3 Section 2: Method of Analysis - Development of Logit Regression Model Based 
on the Consumers' Survey 
The model corresponds to the objective of this section, which is to examine 
consumer preferences among Rythu Bazaars and supermarkets. The survey of 
consumer also tried to find out if consumers visiting Rythu Bazaars also visit other 
super markets like Reliance Fresh, Heritage Fresh, More for Mi etc. to purchasing 
vegetables. The study revealed that the consumers do visit these outlets as well. 
However, many did not. Therefore, it also tried to elicit the probable reasons for not 
visiting these outlets. Logit regression has been used in this context to draw 
appropriate inferences. Using an ordered logit model the responses are analyzed in 
relation to respondents' demographic profile and other characteristic information 
provided in responses to other survey questions. More specifically, the model was 
used to predict the likelihood of a consumer purchasing vegetables from each of the 
marketing outlets i.e., Rythu Bazaar and Super markets, given certain 
characteristics of the respondents. Five explanatoiy variables: age, gender, children 
(have children in the family), income, and the number of visits every month were 
taken for the study. The model specification is as given below: 
logit{Fiji,) =ajk + 2_^[^jgX, i-jg 
g = l 
Where, 
/ = 1, 2,.., 198 is the total observation, in this case the number of respondent 
customers; 
j= 1, 2, is the number of dependent variables. Dependent variables here are Rythu 
Bazaars and the supermarkets; 
k= 1,2k the levels at the dependent variables; 
g =1, 2,..,5is the number of explanatory variables, as mention before. 
Fijk is the cumulative probability that individual i obtain most of hisher produce 
from specific source j . Since all independent variables were in discrete values, 
dummy variables were created to accommodate the models. The dummy variables 
were as follows: 
Alls set to 1 if the respondent's age is below 20 years and 0 otherwise; A2is set to 1 
if the respondent's age is 21-30, and 0 otherwise; Asis set to 1 if the respondent's 
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age is between 31 and 40 years, and 0 otherwise; A4is set to 1 if the respondent's 
age is between 41 and 50 years, and 0 otherwise; and Asis set to 1 if the 
respondent's age is greater than 50 years, and 0 otherwise; 
Gender is set to 1 if respondent is male, and 0 otherwise; 
Children is set to 1 if respondent has kids under 18 years of age, and zero 
otherwise; 
Ills set to 1 if the annual family income is less than Rs. 2,00,000, and 0 otherwise; 
h is set to 1 if the annual family income is between Rs. 2,00,000 and Rs. 5,00,000 
and 0 otherwise, I3 is set to 1 if the annual family income is between Rs. 5,00,000 
and Rs. 10,00,000 and 0 otherwise, I4 is set to 1 if the family's annual income is 
greater than Rs. 10,00,000 and 0 otherwise; 
V|is set to 1 if the number of monthly visits to the Rythu Bazaars is 1, and 0 
otherwise, V2is set to 1 if the number of monthly visits is 2, and 0 otherwise, and 
Vsis set to 1 if the number of monthly visits is 4, and 0 otherwise. 
6.4 Analysis and Results Discussion 
Since there were two distinctive dependent variables (only Rythu Bazaars and Both 
Rythu Bazaars and Supermarkets) two equations were estimated separately. Both 
equations had the same independent variables, which were age, gender, having 
children in the family, annual family income, and the number of monthly visits. 
From the results, it has been observed that the difference between the two log-
likelihoods -the Chi-square has an observed significance value greater than 0.10 
(0.410) which signifies that there is no significant difference between the model and 
the data indicating that it is a good model with the predictors. For further 
reinforcement of the goodness of fit. Cox and Snell Pseudo R-square was estimated 
using the equation 1 minus the negative 2 log likelihood of the full model divided 
by the negative 2 log likelihood of the intercept = 1 - (145.927201.477) = 1 -
0.72428 = 0.27572. The R' indicates that the model fits the data fairly well. A low 
R IS acceptable in logistic regression (Hosmer and Lemeshow, 2000). Of the five 
predictor variables used in the model, three of them, that is, age, children, and 
income were significant at explaining the variability of the dependent variable. 
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Respondents in the age group 21 to 30 with no children have significance values 
less than 0.05 while having an annual family income greater than Rs. 10,00,000 has 
significance value less than 0.1. Therefore, it can be concluded that these 
parameters contribute to the model. The remaining parameters have significant 
values greater than 0.1 signifying that they are do not contribute to the model. 
Table 6.14: Parameter Estimates 
Threshold 
Location 
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Link function: Logit. 
a. This parameter is set to zero because it is redundant 
b. significant at 0.05 level 
c. significant at 0.1 level 
The results of the study on the consumers of the Rythu Bazaars have shown 
consistency with some similar studies made in the past in the United States 
(Henneberry et. al. (2004)). The results from the ordered logistic regression 
identified that among the five demographic characteristics taken for study, age, 
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children, and annual family income have an impact on the consumers' preference 
towards Rythu Bazaar or both Rythu Bazaar and super markets. This will help the 
Andhra Pradesh Directorate of Marketing to focus on the consumers' segment to 
help farmers generate increased revenue. The study further revealed the following 
points: 
• There is no much of a difference between the number of male and female 
consumers visiting Rythu Bazaar. The Andhra Pradesh Directorate of 
Marketing should therefore target both the gender to increase sale. 
• About 90 percent of the consumers were either graduates or more, with 64.6 
percent having an annual family income between Rs. 5,00,000 and Rs. 
10,00,000. Therefore, the Andhra Pradesh Directorate of Marketing should 
concentrate on this high income group and should also try to lure the lower 
income group to visit Rythu Bazaars. 
• It was found that consumers with no children in the family have a higher 
propensity to visit supermarkets. Therefore, the Andhra Pradesh Directorate of 
Marketing should concentrate on this segment to ensure that they feel more 
attracted towards Rythu Bazaars. 
• The major reasons why consumers preferred to shop at the Rythu Bazaars are 
better quality, price, freshness, variety, service, and proximity with the top three 
attractions of coming to Rythu Bazaars being quality, price and freshness of 
vegetables in that order. Therefore, the Andhra Pradesh Directorate of 
Marketing should focus on these strong points in order to attract more 
consumers. 
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Chapter 7 Factor Interactions across Different Segments ofRythu Bazaars 
CHAPTER SEVEN 
FACTOR INTERACTIONS ACROSS DIFFERENT SEGMENTS OF RYTHU 
BAZAARS 
7.1 introduction 
In this chapter, various factors that drive both farmers and consumers into these 
markets are studied and factor analytic techniques was used to describe variabiUty 
among observed variables in terms of fewer unobserved variables called factors. 
The observed variables are modeled as linear combinations of the factors. For this 
study principal component analysis where the factors produced are conceptualized 
as being linear combinations of the variables has been used. 
7.2 Factors driving farmers into Rythu Bazaars 
The farmers' survey questionnaire comprised of three parts A to C. While Part A 
studied the support that the farmers received from these markets in terms of 
transportations, infrastructure, rates etc.. Part B attempted to find the satisfaction 
level for various services and facilities provided at the Rythu Bazaars based on their 
experience of being a member of these markets, and Part C was aimed at 
understanding the farmers' education, family background, annual family earnings, 
land that they hold, whether the land is under mortgage or not. In Part B of the 
questionnaire farmers were asked to indicate their satisfaction level by putting a tick 
mark (V) on a scale of 1-5 where "1 meant Highly Dissatisfied", "2 Moderately 
Dissatisfied", "3 Neutral", "4 Moderately Satisfied" and "5 meant Highly 
Satisfied". Table 7.1 shows the percentage response of the farmer respondents in 
each of those levels. From the responses it is found that there is a high level of 
satisfaction among the respondent farmers regarding location of the bazaars (99.6 
percent), transport support provided by the authorities (74 percent), current earnings 
(89.6 percent), remunerative price (91.6 percent), receiving cash immediately after 
sales (89.6 percent), doing business in the absence of middlemen (86.8 percent), 
and change in the living standard since operating from the Rythu Bazaars (86 
percent). However, moderate to high dissatisfaction was expressed by the 
respondents with the stall space (71.2 percent), and provision of storage facility (84 
percent). 
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Table 7.1: Distribution of answers of Disagree/agree questions 
Questions 
1 am satisfied with the location of Ihe Rythu 
Bazaar, 
I am satisfied with the transportation system 
provided to bring my produce to the bazaar. 
I am satisfied with the cost incurred for bringing 
my produce to the bazaar 
I am satisfied with the method of allotment of 
stalls. 
I am satisfied with the stall space. 
I am satisfied with the provision of weighing 
scales. 
I am satisfied with the provision of power 
supply. 
I am satisfied with the provision of bathroom and 
toilet facility. 
1 am satisfied with the provision of sweeping 
facility 
1 am satisfied with the provision of drinking 
water facility. 
I am satisfied with the provision of storage 
facility 
I am satisfied with the seed supply at subsidized 
rates in Rythu Bazaars. 
I am satisfied with the provision of advisory 
services provided for all our operational 
requirements. 
1 am satisfied with the supervisory services 
provided for checking prices. 
I am satisfied with the supervisory services 
provided for curbing malpractices in weighing. 
I am satisfied with the supeivisory services 
provided for checking the basic facilities of the 
bazaar. 
I am satisfied with the supervisoiy services 
provided to avoid entry of middlemen. 
I am satisfied with the overall system of price 
fixation. 
I am satisfied with the help extended by the 
Estate Officer and participating fanners for price 
fixation. 
I am satisfied with my current earnings. 
1 receive remunerative prices for my produce 
1 am satisfied with the immediate cash that 1 
receive after sales. 
I am satisfied with my business in the absence of 
middlemen 
I am satisfied with the change in my living 
standards since operating in Rythu Bazaars. 
I get all the technical know-how from the experts 





































































































































7,2.1 KMO and Bartlett's Test 
To find the suitability of the data for factor analysis Kaiser-iVleyer-Olkin JVIeasure 
of Sampling Adequacy (KMO test) which indicates the proportion of variance in 
the variables which is common variance, i.e. which might be caused by underlying 
factors is done. High values (close to 1.0) generally indicate that a factor analysis 
may be useful with the data. If the value is less than .50, the results of the factor 
analysis probably won't be very useful. Since from Table 7.2 it is seen that the 
KMO test value of 0.698 is more than 0.5, it is therefore concluded that we can go 
for factor analysis. From the Bartlett's Test of Sphericity also it is observed that the 
chi-square value is very high i.e. 1957.179 and the significance level is less than 
0.05, therefore factor analysis can be applied. 
Table 7.2: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. 








Sig. 1 .000 
7.2.2 Communalities 
Having estabhshed that factor analysis can be applied, one certainly cannot expect 
that the factors will extract all variance from our items; rather, only that proportion 
that is due to the common factors and shared by several items. Therefore, the 
proportion of variance of a particular item that is due to common factors (shared 
with other items) is called communality. The other task in applying this model is to 
estimate the communalities for each variable, that is, the proportion of variance that 
each item has in common with other items. The proportion of variance that is 
unique to each item is then the respective item's total variance minus the 
communality. Initial communalities are estimates of the variance in each variable 
accounted for by all components or factors. Extraction communalities are estimates 
of the variance in each variable accounted for by the factors in the factor solution. 
Small values (given in bold) indicate variables that do not fit well with the factor 
solution, and should possibly be dropped from the analysis. 
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Table 7.3: Communalities 
Communalities 
Location of the Rythu Bazaar 
Transportation system provided to bring produce to the 
bazaar 
Cost incurred for bringing produce to the bazaar 
Method of allotment of stalls 
Stall space 
Provision of weighing scales 
Provision of power supply 
Provision of bathroom and toilet facility 
Provision of sweeping facility 
Provision of drinking water facility 
Provision of storage facility for pay over produce 
Seed supply at subsidized rates in Rythu Bazaars 
Provision of advisory services provided for all operational 
requirements 
Supervisory services provided for checking prices 
Supervisory services provided for curbing malpractices In 
weighing 
Supervisory services provided for checking the basic facilities 
of the bazaar 
Supervisory services provided to avoid entry of middlemen 
Overall system of price fixation 
Help extended by the Estate Officer and participating farmers 
for price fixation 
Current earnings 
Remunerative prices for produce 
Immediate cash received after sales 
Business in the absence of middlemen 
Change in living standards since operating in Rythu Bazaars 
Getting all the technical know-how from the experts 





















































Extraction Method: Principal Component Analysis. 
7.2.3 Total Variance Explained 
Table 7.4 shows all the factors extractable from the analysis along with their 
eigenvalues, the percent of variance attributable to each factor, and the cumulative 
variance of the factor and the previous factors. The first factor accounts for 
16.431% of the variance, the second 13.891%, the third factor 7.416% of variance 
and the fourth factor 7.416% of variance is explained by all four factors, i.e. total 
43.647% of the variance is explained by all four factors. To get better factor scores, 
factor rotations is needed. For this purpose we have used varimax. The varimax 
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rotation method encourages the detection of factors each of which is related to few 
variables. It discourages the detection of factors influencing all variables. 



























































































































Extraction Method: Principal Component Analysis, 
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7.2.4 Finding the number of factors 
In order to choose the number of factors, we use Cattell's scree test. We have used this 
test as opposed to Kaiser's eigenvalue rule since Kaiser Criterion sometimes retains 
too many factors, though it does quite well under normal conditions. The scree plot is a 
graph of the eigenvalues against all the factors. The graph is useful for determining 
how many factors to retain. The point of interest is where the curve starts to flatten. It 
can be seen that the curve begins to flatten between factors 4 and 5. So, for our study 
we find that only four factors can be retained. 
Figure 7.1: Scree Plot 
Scree Plot 
" 1 I i I I I I I I 1 I I 1 I I — I — I — I — I — I — I — I — I — I — r 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 
Component Number 
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7.2.5 Using Rotation 
Having first extracted a set of factors from a data set, a small subset of factors is then 
kept for further consideration with the remaining factors being considered as either 
irrelevant or nonexistent. In order to make the interpretation of the factors that are 
considered relevant, the first selection step is generally followed by a rotation of the 
factors that were retained. This simplification of the interpretation of factor analysis is 
done with the aim of obtaining a clear pattern of loadings, that is, factors that are 
somehow clearly marked by high loadings for some variables and low loadings for 
others. As mentioned earlier in section 7.2.3, varimax rotational strategy has been used 
for this study. For varimax a simple solution means that each factor has a small number 
of large loadings and a large number of either zero or small loadings. This simplifies 
the interpretation because, after a varimax rotation, each original variable tends to be 
associated with one or a small number of factors, and each factor represents only a 
small number of variables. In addition, the factors can often be interpreted from the 
opposition of few variables with positive loadings to few variables with negative 
loadings. Varimax searches for a rotation (i.e., a linear combination) of the original 
factors such that the variance of the loadings is maximized, which amounts to 
maximizing v = !!('?),/ ~ Qj,f) » where qj fis the squared loading of the j * variable on 
the 1 factor, and qjj is the mean of the squared loadings. 
From Table 7.5, we look at the contents of questions that load onto the same factor in 
our attempt to identify common themes. The questions that load highly on factor 1 
seem to all relate to price and the benefits related to price fixation, receiving 
remunerative price etc. We therefore label this factor as price benefit. Similarly the 
questions that load highly on factor 2 seem to all relate to the support that the farmers 
receive on the infrastructural front from the Rythu Bazaar administrators, and hence 
we label it as infrastructural support. On similar lines we may label factor 3 and 
factor 4 as administrative support and transportation facilities respectively. It is also 
worth noting that all factors with loading less than 0.5 have been suppressed. 
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Table 7.5: Rotated Component Matrix 
Rotated Component Matrix" 
1 receive remunerative prices for my produce 
I am satisfied with my current earnings. 
1 am satisfied with the help extended by the Estate Officer 
and participating farmers for price fixation. 
I am satisfied with the iminediate cash that I receive after 
sales. 
I am satisfied with the overall system of price fixation. 
I am satisfied with the supervisory services provided to avoid 
entry of middlemen 
I am satisfied with my business in the absence of middlemen 
1 am satisfied with the provision of power supply. 
I am satisfied with the provision of bathroom and toilet 
facility. 
I am satisfied with the provision of weighing scales. 
I am satisfied with the stall space. 
I am satisfied with the provision of sweeping facility 
I am satisfied with the method of allotment of stalls. 
I get all the technical know-how from the experts appointed 
by the bazaar. 
1 am satisfied with the change in iny living standards since 
operating in Rythu Bazaars. 
I am satisfied with the seed supply at subsidized rates in 
Rythu Bazaars. 
1 am satisfied with the provision of storage facility for pay 
over produce 
1 am satisfied with the supervisory services provided for 
checking prices. 
I am satisfied with the provision of advisory services 
provided for all our operational requirements. 
I am satisfied with the supervisory services provided for 
curbing malpractices in weighing. 
I am satisfied with the provision of drinking water facility. 
I am satisfied with the supervisory services provided for 
checking the basic facilities of the bazaar. 
1 am satisfied with the cost incurred for bringing my produce 
to the bazaar 
I am satisfied with the transportadon system provided to bring 
my produce to the bazaar. 






























Extraction Method; Principal Component Analysis. Rotation Method: Varimax with Kaiser 
Normalization. 
a. Rotation converged in 6 iterations 
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7.3 Factors driving Consumers into Rythu Bazaars 
Similar to the farmers' survey, we looked at the factors that drive the consumers to 
these markets. The consumers' questionnaire comprised of 13 questions with a 
judicious mix of open ended and close ended questions. The consumers were asked 
to respond on certain parameters and a Likert scale was taken for that purpose. 
Table 7.6 shows the percentage response of the consumer respondents in each of 
those levels. From the responses we find that there is a moderate to high level of 
satisfaction among the respondent consumers regarding quality of produce (92.9 
percent), and freshness and nutrition of the vegetables (75.70 percent), while 
moderate to high dissatisfaction was expressed by the respondents with the 
consistency of rates (21.2 percent), and convenience of purchasing vegetables (18.2 
percent). 
Table 7.6: Distribution of answers of Disagree/agree questions 
Question 
Quality of Produce 












Consistency of rates 































































7.3.1 KMO and Bartlett's Test 
As in the case of the farmers' survey, to find the suitabiHty of the data for factor 
analysis we do the KMO and Bartlett's test on the consumers' data. From Table 7.7 
we find that the KMO test value is 0.510 and thus we can go for factor analysis. 
From the Bartlett's Test of Sphericity also we find that the chi-square value is very 
high i.e. 131.139 and the significance level is less than 0.05, therefore we can apply 
factor analysis. 
Table 7.7: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 







7.3.2 Communalities and Total Variance Explained 
From Table 7.8, we find the estimates of the variance in each variable accounted for 
by the factors (or components) in the factor solution. Small values (given in bold) 
indicate variables that do not fit well with the factor solution, and should possibly 
be dropped from the analysis. Table 7.9 shows all the factors extractable from the 
analysis along with their eigenvalues, the percent of variance attributable to each 
factor, and the cumulative variance of the factor and the previous factors. The first 
factor accounts for 16.250% of the variance, the second 15.234%, the third factor 
13.926% of variance and the forth factor 10.131% of variance is explained by all 
four factors, i.e. total 55.540% of the variance is explained by all four factors. To 
get better factor scores, factor rotations needed. For this purpose we have used 
varimax. 
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Table 7.8: Communalities 
Quality of Produce 
Fresh and Nutritious vegetables 
Friendly and comfortable atmosphere 
Convenience of purchasing vegetables 
Good Price 
Variety of vegetables 
Good service 
Consistency of available products 
Consistency of rates 























Extraction Method; Principal Component Analysis. 
Table 7.9: Total Variance Explained 
1 Compone 
















































































Extraction Method: Principal Component Analysis. 
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7.3.3 Finding the number of factors 
In order to choose the number of factors, we use Cattail's scree test. We have used this 
test as opposed to Kaiser's eigenvalue rule since Kaiser Criterion sometimes retains 
too many factors, though it does quite well under normal conditions. The scree plot is a 
graph of the eigenvalues against all the factors. The graph is useful for determining 
how many factors to retain. The point of interest is where the curve starts to flatten. It 
can be seen that the curve begins to flatten between factors 4 and 5. So, for our study 
we find that only four factors can be retained. 




7.3.4 Using Rotation 
From Table 7.10, we look at the contents of questions that load onto the same factor in 
our attempt to identify common themes. The questions that load highly on factor 1 
seem to all relate to quality and variety of vegetables. We therefore label this factor as 
quality vegetables. Similarly the questions that load highly on factor 2 seem to all 
relate to the price of vegetables and consistency of rates, and hence we label it as 
price. On similar lines we may label factor 3 and factor 4 as product availability and 
amenities respectively. 
Table 7.10: Rotated Component Matrix 
Rotated Component Matrix" 
Fresh and Nutritious vegetables 
Variety of vegetables 




Consistency of rates 
Supporting the cause of local 
farmers 
Consistency of available products 
Friendly and comfortable 
atmosphere 
















Extraction Method: Principal Component Analysis. 
Rotation Method: Varimax with Kaiser Normalization. 
a. Rotation converged in 5 iterations. 
7.4 Factor Interactions: Canonical Correlation Analysis 
Canonical correlation analysis is a way of making sense of cross-covariance 
matrices. If we have two sets of variables x^,X2, ,x„ and yi,y2, .y-m and 
there are correlations among the variables, then canonical correlation analysis will 
enable us to find linear combinations of the x's and the ; '^s which have maximum 
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correlation with each other. In our study we did the same canonical correlation in a 
slightly different manner. 
In order to test if there is a correlation between the given variables and hence factors could 
be derived, the following hypotheses were tested. 
Hypothesis Testing: 
In the case of farmers the hypothesis is 
HO; Experience Variables Correlation = 0 
HI: Experience Variables Correlation i^ 0; 
In the case of consumers the hypothesis is 
HO: Experience Variables Correlation = 0 
HI: Experience Variables Correlation i^ 0; 
In this case we did the canonical correlation in a different way. Using the factor 
analysis method we found the factors driving the farmers and consumers into the 





































In this case the hypothesis is 
HO: pij=0 
HI: pijVO; where i=l to4,j=l to 4, 
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Test Statistics: 
For the above hypothesis our test statistic is Pearson Correlation Co-efficient at 
95% confidence interval. 
Using the factor analysis method we found the factors driving the farmers and 
consumers into the Rythu Bazaar. Using the factors we derived the correlations 
among the factors as follows: 
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From the above it is clearly evident that from customer's end "Price" at which the 
farmers sell their vegetables, while from the farmers' end "Administrative 
Support" that they receive is the key driver to bring them into the Rythu bazaar. 
All the values of the above table highlighted in bold are highly significant indicating 
the acceptance of null hypothesis, i.e., the factors are independent. 
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This chapter undertakes an unbiased study of the performance of Rythu Bazaars which 
the researcher feels is necessary for sensible policy making. For this purpose an 
empirica) study has been conducted and based on the field work a SWOT analysis has 
been done. SWOT analysis consists of systematic evaluation of an organization's 
strengths and weal-cnesses and the opportunities and threats which it faces. It also 
provides a general framework for identifying both the Opportunities open to the 
organization and the Threats that it faces and thereby understanding and managing the 
environment under which an organization operates. 
8.2 Strengths 
This section focuses on the areas of strength of Rythu Bazaars. 
• Government Assistance in the development of Rythu Bazaars - Rythu 
Bazaars are located in government plots convenient to farmers as well as 
consumers. Built in a 1 acre (minimum) vacant land, the infrastructure provided 
by the government include sheds, arrangements of supply of drinking water, 
toilets with sanitation facility, parking for vehicles, arrangements for removal of 
garbage and cleaning of market by local body, facility for storage of unsold 
produce, provisions of weighing scales for all farmers, telephone, fax etc. Thus 
the state government of Andhra Pradesh meets all the capital expenditure which 
varies according to the land prices prevailing in an area. At present, market 
yards are mostly set up by the State Governments. For setting up of agricultural 
markets, funds are sourced from NABARD through RIDF and NCDC. 
• Other Assistance from the State Government - Apart from developing the 
market yards, free supply of weighing machines and free transport of vegetables 
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to the farmers' market in selected Andhra Pradesh State Road Transport 
Corporation run buses is also provided to the farmers. Horticultural services and 
seed supply at subsidized rates also benefit the fanners. 
• Quantity of vegetables sold every day - During the week days, the quantity of 
vegetables that are brought to the market is in the range of 2000 - 2500 quintal. 
This goes up by about 500 quintal in the weekends. 
• Total worth of vegetables sold every day - The total worth of transactions that 
happen on an average on week days ranges between 15-18 lakhs which goes 
upto 25 -30 laldis during weekends. 
• Immediate realization of cash - Sale of vegetables in Rythu Bazaars is only 
for cash and hence there is no problem of delayed payment or bad debts. 
• Number of farmers and consumers at Rythu Bazaars every day - It has 
been observed that on weekdays on an average 300 to 400 farmers operate 
in a Rythu Bazaar while the number of customers visiting the Bazaars 
ranges from 16000 to 20000. These numbers go up significantly during the 
weekends and holidays to 500 to 600 for farmers and 25000 to 30000 for 
customers. 
• Price Fixation - Price is determined by the Estate Officers in consultation with 
the farmers' committee. The process is transparent and the prices are usually 
20% -25% higher than the whole sale price and lower than the local retail 
market prices in the area. 
• Proper Weighing - When the farmers enter into a Rythu Bazaar the vegetables 
brought by them arc weighed correctly and then the quantity is entered in a 
register. The farmers' therefore do not lose on account of faulty weighing 
practices. For the consumers also vegetables are weighed accurately and they 
receive the vegetables at a price which is about 15% lower than the 
supermarkets. 
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• Administrative staff - Every Rythu Bazaar has an Estate Officer, Assistant 
Estate Officers, Supervisors, Night Watchman, Office Boys, and Sweepers. For 
example in the Kukatpally Rythu Bazaar there are in all 19 staff members which 
include I Estate Officer, 2 Assistant Estate Officers, 7 Supervisors, 1 Night 
Watchman, 1 Office Boy, and 7 Sweepers. 
• Mobile Rythu Bazaars - Supervisors at Rythu Bazaars keep a track of the 
quantity of produce that comes into the market yards each day which helps them 
keep track of diverting some of these produce to be sold at some select localities 
through mobile vans known as Mobile Rythu Bazaars. Rythu Bazaars also 
encourage bulk purchases for marriage and other functions which enables 
higher turnover in the market. 
8.3 Weaknesses 
Following are the weaknesses found in the Rythu Bazaars: 
• Storage facilities - A huge dissatisfaction among the farmers has been 
observed on account of lack of provision of storage facility. 84 percent of 
the farmer respondents were moderately to highly dissatisfied with the 
provision of storage facility. 
• Cold Storage facilities - Lack of cold storage facilities to preserve unsold 
vegetables of the previous day affects the quality of the vegetables. Cold storage 
facilities would ensure that farmers do not resort to selling their vegetable at a 
much cheaper rate in the evening as compared to the rate fixed by the price 
fixation committee in the morning. This would help increase the earnings of the 
farmers. When the farmers were asked if they got the same rate in the evening 
as they get in the morning, 78.9 percent answered in the negative and when 
asked about the reason behind the same 68 percent of them felt that it was 
because of lack of storage facilities. 
• Insufficient number of stalls - Number of stalls have to be increased and also 
the farmers should be made aware of the method of allocating the stalls. It is 
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interesting to note that among the respondent farmers only 6.8 percent said that 
they were satisfied with allotment of stalls. Also the makeshift stalls adversely 
impacts trade during rainy season affecting all those farmers who do not have 
concrete stalls. 
• Entry of unauthorized traders - It is widely alleged that traders enter the 
farmers' market without original identity cards. 
• Inability to eliminate entry of middlemen - Although the central idea of 
Rythu Bazaars was to eliminate middlemen and provide a platform for the direct 
interaction between farmers and consumers, yet reports suggest that there exist 
middlemen in all Rythu Bazaars. There is some sense of dissatisfaction among 
the farmers on the inability on the part of the authorities to avoid the entry of 
middlemen into the market yards. Among the respondent farmers one (1) in 
every seven (7) have expressed their dissatisfaction in the services provided by 
Rythu Bazaars to avoid entry of middlemen. 
• Competition from wholesale markets - The farmers' markets face stiff 
competition from wholesale market. The bulk buyers prefer to buy from the 
wholesale market as the price fixed is 20% higher than that of the wholesale 
market. Also there are 20 functional wholesale market yards in Hyderabad (7) 
and RR District (13) as compared to only 9 Rythu Bazaars. 
• Low number of dedicated buses - The number of dedicated buses that 
have been provided for the purpose of bringing the farmers' produce to the 
Rythu Bazaars have been found to be inadequate. 
• Lack of proper training ior farmers to operate in Rythu Bazaars - It is 
reported that previously agricultural marketing people officials used to train the 
farmers but that has stopped now due to budgetary constraints. These days 
Rythu Bazaar staff helps the farmers to the possible extent, which may not be 
the best device that the farmers get. 
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8.4 Opportunities 
The opportunities that exist for Rythu Bazaars are hsted below. 
• Expansion through innovative methods - Since most of the bazaars are at 
prime lands in the cities scope for future expansion is limited. Therefore 
Rythu Bazaars have taken the initiative to sell vegetables at colonies in the 
city where Rythu bazars are not present or far away with the help of Mobile 
Rythu Bazaars. With the population increasing significantly, a need to have 
more Rythu Bazaars or MRBs is being felt acutely and hence such 
innovative solutions can help create more opportunities for the farmers. 
• Training farmers on modern methods of farming - The farmers if educated 
on modern methods of farming by the Horticulture Departments in the Rythu 
Bazaars will go a long way in benefitting the farmers. High yielding seeds, bio-
fertilizers and similar products sold can also immensely benefit the farmers. 
With active support from the government in this direction not only can the land 
under vegetable cultivation be increased, so also the yield per acre can be 
increased. 
• Training farmers on customer dealings - The farmers operating at the Rythu 
Bazaars have learnt the finer requirements of salesmanship such as behaving in 
a courteous and polite manner with the consumers. This has the potential to 
build relationships and thereby getting patronage of an increased number of 
consumers. 
8.5 Threats 
The threats faced by Rythu Bazaars are given below. 
• Threat from Wholesalers - There are 23 wholesale markets in Hyderabad and 
Rangareddy Districts of which 20 are functional, 19 daily and 1 weekly. 
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Wholesalers are much more affluent and can adversely influence the 
functioning of the Rythu Bazaars. 
• Threat from Middlemen - It has come to the notice that there are certain 
Rythu Bazaars where despite all the procedures, there are a large number of 
middlemen operating whereas the small farmers for whom these market yards 
have been developed are not getting a chance to sell their vegetables. For 
example, in the Mehdipatnam Rythu Bazaar, some reports suggest that out of 
every 4 vendors, 3 are middlemen. These middlemen also charge more than the 
price fixed by the price fixation committee thereby delineating a set of 
consumers and increasing the dissatisfaction of another set of consumers. 
• Threat from the officials - Many small farmers have spoken about gruelling 
question sessions from officials that they have gone through when they 
approached the officials for a space in the markets. As a result many small 
farmers do not get stalls and are forced to sell their produce in front of the 
market yards causing inconvenience both to fellow farmers and consumers. 
8.6 Conclusions 
The SWOT analysis shows that the strengths of Rythu Bazaars are highly 
significant and the opportunities offer enough possibilities. Many of the findings 
relating to strengths, weaknesses, opportunities and threats can be generalized to all 
vegetable markets. Therefore, the state government should take steps to strengthen 
the present system of Rythu Bazaars in the larger interest of consumers and the 
farmers - especially the small farmers. 
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Chapter 9 Conclusions and Recommendations 
CHAPTER NINE 
CONCLUSIONS AND RECOMMENDATIONS 
9.1 Introduction 
This chapter presents the findings of the study. It is organized into five parts. The 
first part deals with major conclusions, while the second part highlights the 
implications. This is followed by recommendations. The chapter ends with 
contribution to research and the scope for future research. 
9.2 Conclusions 
The major conclusions of the study are presented below. It has been organized into 
three parts. The first part presents the conclusions from studying the farmers, the 
second part presents that of the consumers, and the third deals with the operational 
improvements (proposed changes) in the supply chain. 
9.2.1 Conclusions from studying the farmers 
From the study of the farmers the following major conclusions have been drawn: 
• There has been an increase in the income of farmers. 
• Farmers have benefitted on account of assurance affixed income. 
• Farmers have got higher rates for their produce. 
• Farmers have benefitted on account of immediate cash realization. 
• Farmers have benefitted on account of the location of the Rythu Bazaars in 
terms of the facilities around the bazaars. 
• Majority of the farmers belong to the age group of less than 40 years. 
• Farmers have very low level of education. 
• Despite the increase in income, farmers still have very low levels of income 
(Less than Rs. 5,000 p.m.). 
• Farmers were satisfied with the proximate location of the bazaars. 
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• Farmers were satisfied doing business at the Rythu Bazaars in the absence of 
middlemen. 
• Farmers were dissatisfied witii the lack of storage facility, transportation, 
stall space, allotment of stalls ?inA price fixation. 
9.1.1 Conclusions from studying tlie consumers 
From the study of the consumers the following major conclusions have been drawn: 
• Consumers visiting Rythu Bazaars are relatively young, with a majority of 
them below 35 years. 
• Consumers visiting Rythu Bazaars are educated. 
• Both men and women purchase from Rythu Bazaars. 
• Majority of the consumers visiting Rythu Bazaars are from the upper-middle 
class. 
• Consumers visit Rythu Bazaars because they get good quality vegetables. 
• Consumers visit Rythu Bazaars because they get good variety of vegetables. 
• Consumers \'isit Rythu Bazaars because they get vegetables at a 
comparatively cheaper rate. 
• Consumers visit Rythu Bazaars because they find it convenient (location) to 
purchase vegetables from these markets. 
• Consumers visit Rythu Bazaars because of the consistency of products 
available. 
• Consumers arc not satisfied with the service of Rythu Bazaars. 
9.2.3 Conclusions from the proposed Supply Chain Model 
Identifying various variables of supply chain, a model has been developed to remove 
the inefficiencies in the existing system. The major conclusions that have been 
drawn are as follows: 
• There is a need for an efficient transportation system to help farmers bring 
their produce to Rythu Bazaars. 
• Farmers hire private vehicles to bring their produce to Rythu Bazaars. 
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Lack of storage facilities for keeping vegetables for short duration resulted in 
farmers resorting to distress selling because of the absence of storage 
facilities. 
There is no system of getting vegetables delivered to the homes of working 
people who cannot come to the bazaars because of paucity of time during the 
working hours of the Rythu Bazaars. 
The Rythu Bazaar Information System provides valuable information on 
prices of vegetables in various Rythu Bazaars across the state 
9.2 Implications 
• The authorities should highlight the strengths of Rythu Bazaars. They should 
publicize the fact that farmers have benefitted on account of increase in 
income, assured income, getting higher rates, immediate cash realization 
since operating from Rythu Bazaars, and thereby motivate and mobilize more 
farmers to become members of Rythu Bazaars. 
• The authorities should ensure that dissatisfaction faced by farmers is reduced. 
They should ensure that storage facility (and also cold storage where 
required) be provided at the earliest and the dissatisfaction related to price 
fixation, and stall allotment is also removed. 
• As majority of the consumers are young, Rythu Bazaar administration 
should take steps to keep them tied to these markets and thereby increasing 
the farmers" chances of gaining more income from them for a longer period. 
• Consumers belong to educated group. This group would share their 
experience more effectively thus motivating others to come to Rythu 
Bazaars. 
• Consumers belong to the upper middle class. Thus they will have the 
propensity to spend more, thereby benefitting in increased earnings for the 
farmers. 
9.3 Recommendations 
• As farmers belong to the young group, they can take benefit of the Rythu 
Bazaars for a very long period of time. Every measure should be adopted to 
retain them and therefore their dissatisfaction should be removed, so that they 
do not deflect. 
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• Authorities siiould remove encroachment on approach roads. 
• In all market yards a godown should be constructed for farmers to store their 
non-perishable goods. 
• Construction of cold storage should be considered. Facility of cold storage in 
the market yard will help preserve the perishable vegetables at least for a 
little longer to ensure that farmers receive good price for these produce. This 
will have a positive impact on the earning of the farmers. 
• Dissatisfaction exists v\ ilh allotment of stalls. Therefore, there is a need to 
educate the farmers about the process of stall allotment so that their 
misgivings are addressed. 
• Estate Officers should ensure that the guidelines are followed for fixing the 
prices of vegetables in consultation with the farmers committee. 
• The number of pici<; up transport vans should be increased. 
• Proper training should be provided for farmers to operate in Rythu Bazaars. 
• The Andhra Pradesh Directorate of Marketing to focus on both genders to 
increase sale. 
• The Andhra Pradesh Directorate of Marketing should target the educated, 
high income group and should also try to lure the lower income group to 
Rythu Bazaars. 
• The Andhra Pradesh Directorate of Marketing should concentrate on 
consumers with large family size. 
• The Andhra Pradesh Directorate of Marketing should concentrate on 
consumers with no children in the family as they have a higher propensity to 
visit supermarkets to ensure that they feel more attracted towards Rythu 
Bazaars. 
• USPs like quality, freshness, price, variety, and convenience should be 
publicized to attract more consumers. 
9.4 Scope for Future Research 
The current research shows both the good practices that are followed with the 
establishment of Rvthu Bazaars and also the areas where the authorities need to 
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focus in order to increase the benefits of the farmers and the consumers. There are 
similar markets in other states like Uzhavar Santhai in Tamilnadu, Shetkari Bazaars 
in Maharashtra, Krushak Bazaars in Orissa, and Apni Mandi in Punjab and Haryana. 
This study can open up researchers to study these markets and suggest probable 
ways of improving the incomes of the small farmers of these states. By 
implementing the recommendations made in this thesis Rythu Bazaar can become a 
benchmark for all the farmers' markets in India. The other markets can learn from 
the experience of Rythu Bazaars and also look at streamlining their operations in 
line with the operations of the Rythu Bazaars. 
This research has studied the deiTiographic profiles of the consumers of Rythu 
Bazaars and looked at two groups of consumers - those who visit only Rythu 
Bazaars and those who visit both Rythu Bazaars and supermarket stores. There 
remains the scope of studying the demographic characteristics of consumers who 
shop from only one of the other possible alternatives i.e., supermarkets, kirana stores 
(also selling vegetables), vegetable sellers in push carts, apart from Rythu Bazaars, 
and suggest ways to Rythu Bazaar authorities to attract those segments. 
The preference of the consumers towards fresh, good quality vegetables has also 
been touched upon in this research. It has been observed that consumer preferences 
keep on changing with times. Further research can be undertaken to study consumer 
preferences towards food with specific reference to vegetables and study its 
economic impact on these markets. 
There is also a scope to study farmers markets with respect to the macro-economic 
parameters of the country. Research can be done to find reasons for farmers markets 
to be successful in a growing economy like India, where both farmers and consumers 
are getting increased opportunities of selling and purchasing vegetables? 
A Supply Chain Mode! for Rythu Bazaars has been proposed in this research. 
Extending the model further, researchers may try to look at ways of measuring the 
performance of the proposed supply chain. 
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Though the current research has suggested improvements in the Rythu Bazaar 
Information System, there is an opportunity for further research on using social 
marketing tools with specific reference to farmers markets in India. 
Further, Rythu Bazaars provide a unique platfonn for social interaction, which other 
farmers are generally deprived of Researchers from the area of sociology may study 
the social implications of Rythu Bazaars. 
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Thank you for contributing to this survey about your views on Rythu Bazaar. I 
sincerely appreciate your kind cooperation and support. Your responses will be 
extremely valuable for the successful completion of my dissertation (PhD Thesis) on 
"Supply Chain Model: A study of Rythu Bazaar (Andhra Pradesh) ". The information 
provided by you will be treated confidentially and will be used solely for academic 
purposes. Please expend a few minutes to fill up the questionnaire, as per the 
instructions given. 1 once again express my heartfelt gratitude for your time and effort. 
Thank you. Subhendu Dey (Doctoral Candidate and Associate Dean, Giobsyn 
Business Scliooi, Kolkata) 
Part A: Survey on Rythu Bazaar 
1. Are you a member of any Rythu Bazaar'.' 
a. Yes 
b. No 
2. If your answer to the previous question is yes, name the Rythu Bazaar of which 
you are a member? 
3. For how long have you been operating at this Rythu Bazaar? 
a. Less than 1 year 
b. 1-3 years 
c. 3-5 years 
d. More than 5 years 




5. If your answer to the previous question is yes, name the Rythu Bazaar/s of 
which you are a member? 
6. How far is your village from the Rythu Bazaar? 
a. Less than 25 km 
b. 25-35 km 
c. 35-50 km 
d. More than 50 km 
7. How do you bring your produce from your village/farm? 
a. APSRTC buses 
b. Trains 




9. If your answer to the prexious question is (a), then how many dedicated buses 
are provided for bringing your produce to the bazaar? (Please provide details of 
the frequency of the buses.) 





11. If your answer to the prexious question is (a), then how many dedicated trains 
are provided for bringing your produce to the bazaar? (Please provide details of 
the frequency, departure timings etc.) 
12. Do you have a stall in the Rythu Bazaar'i' 
a. Yes 
b. No 
13. For how many days in a month do you come to Rythu Bazaar? 
a. All days 
b. 20-25 days 
c. 10-20 days 
d. Less than 10 days 
14. If your answer to the previous question is either (c) or (d), which of the 
following is the reason for that? 
a. Lack of proper transportation system 
b. Lack of stall facility 
c. Lack of adequate produce 
d. Operating in multiple bazaars 
e. Any other 
15. If your answer to the previous questions is (e), please specify the reason. 
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16. How much do you earn every day? 
a. Less than Rs. 100 
b. Between Rs. 100 and Rs. 200 
c. Between Rs. 200 and Rs. 400 
d. More than Rs. 400 
17. How rnuch do you earn every month'.' 
a. Less than Rs. 1000 
b. Between Rs. 1000 and Rs. 3000 
c. Between Rs. 3000 and Rs. 6000 
d. More than Rs. 6000 
18. Has your monthly earnings gone up since operating in Rythu Bazaars? 
a. Yes 
b. No 
19. If your answer to the previous question is (a), then by how much has your 
earnings increased since operating in Rythu Bazaars? 
20. Do you get a good rate for your produce at Rythu Bazaar? 
a. Yes 
b. No 




c. Can't Say 
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c. Can't Say 
23. Do you get the same rate for your produce in the evening as you get in the 
morning? 
a. Always 
b. On most of the days 
c. Onhalf of the days 
d. Never 
24. If your answer to the previous question is (d), what can the Rythu Bazaar do to 
help you? 
25. What according to you has been the greatest benefit of operating in the Rythu 
Bazaar? 
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Part B: Based on your experience of heiiig a member of Rythu Bazaar, please 
indicate your satisfaction level by puUina a tick mark H) on the followine items on a 
scale of 1-5 ("1 means Highly Dissatisfied", "2 means Moderately Dissatisfied", "3 
means NeutraF, "4 means Moderately Satisfied" and "5 means Highly Satisfied"). 
1. I am satisfied with the location of the Rythu Bazaar. 
2. I am satisfied with the transportation system provided to bring my produce to 
the bazaar. 
3. I am satisfied with the cost incurred for bringing my produce to the bazaar. 
4. I am satisfied with the method of allotment of stalls. 
5. I am satisfied with the stall space. 
6. I am satisfied with the provision of weighing scales. 
_ L 
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7. I am satisfied with the provision of power supply. 
8. I am satisfied with the provision of bathroom and toilet facility. 
1 2 3 4 5 
9. 1 am satisfied with the provision of sweeping facility. 
10.1 am satisfied with the provision of drinking water facihty. 
1.1 am satisfied with the provision of storage facility for pay over produce. 
12.1 am satisfied witli the seed supply at subsidized rates in Rythu Bazaars. 
13.1 am satisfied with the provision of advisory services provided for all our 
operational requirements. 
14.1 am satisfied wilh the supervisory services provided for checking prices. 
184 
15.1 am satisfied with the supervisory services provided for curbing malpractices in 
weighing. 
1 i 2 
i 
3 4 5 
16.1 am satisfied vsith the supervisory services provided for checking the basic 
facilities of the bazaar. 
17.1 am satisfied with the supervisory services provided to avoid entry of 
middlemen. 
18.1 am satisfied with the overall system of price fixation. 
19.1 am satisfied with the help extended by the Estate Officer and participating 
farmers for price fixation. 
20.1 am satisfied with my current earnings. 
21.1 receive remunerati\e prices for my produce. 
1 2 3 4 5 
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22.1 am satisfied with the immediate cash that I receive after sales. 
23.1 am satisfied with mv business in the absence of middlemen. 
T "^" 
24.1 am satisfied with the change in my living standards since operating in Rythu 
Bazaars. 
3 4 5 
25.1 get all the technical know-how from the experts appointed by the bazaar. 
1 i 
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1. How many members are there in your fiimily? 
2. How many members of your family are wori^ ing? 
3. How many workiiia members of your family are involved in agriculture, and 
who are they? 
4. Give details about the work that each of your family members do. 
5. How much area of cultivable land do you have? 
KS7 
6. Is the land under mortgage? 
7. If yes, is it mortgaged with a private money lender? (Give details about the 
amount, rate of inlcrcst, term period, present situation etc.) 
8. If your land is mortgaged, is it mortgaged with a bank? (Give details of the 
bank, amount, rale of interest, term period, present situation etc.) 
9. What is your annual household income in Rupees? 
10. What is your level of education? 
What is the level of education in your family? 





Thank you for contributing to this survey about your views on Rythu Bazaar. I 
sincerely appreciate your kind cooperation and support. Your responses will be 
extremely valuable for the successful completion of my dissertation (PhD Thesis) on 
"Supply Chain Model: A study of Rythu Bazaar (Andhra Pradesh)". The information 
provided by you will be treated confidentially and will be used solely for academic 
purposes. Please expend a few minutes to fill up the questionnaire, as per the 
instructions given. 
I once again express mv heartfelt gratitude For your time and effort. 
Thank you. 






Educational Qualification ; 
1. How many members arc there in your family" 
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2. Which of the follow ing would be the closest to your annual family income? 
a) Less than Rs. 2,00,000 
b) Rs. 2,00.000 to Rs. 5,00,000 
c) Rs. 5.00.000-Rs. 10,00.000 
d) More than Rs. 10,00.000 
3. How many members oiyour family are earning members? 
4. Which of the following is true regarding the frequency of your visits to Rythu 
Bazaars? 
a. Daily 
b. Weekly at least once 
c. Fortnightly once 
d. Once ever} month 
e. Infrequent 
5. How much appro.xiniate amount do you spend in each of your visits to Rythu 
Bazaars? 
a. Less than Rs. 100 
b. Rs. 100 to Rs. 200 
c. Rs. 200 to Rs. 400 
d. More than Rs. 400 
6. How much appro.xiniate time do you spend in each of your visits to Rythu 
Bazaars? 
a) Less than 15 minutes 
b) Between 15 minutes to .'^ 0 minutes 
c) Between 30 minutes to 60 minutes 
d) More than 60 minutes 
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7. Based on your experience of purchasing vegetables from Rythu Bazaars, please 
indicate your satisfaction level by giving a rating of 1 to 5 on the following 
items where "1 means Highly Dissatisfied", "2 means Moderately 
Dissatisfied", "3 means Neutral", "4 means Moderately Satisfied" and "5 
means Highly Satisfied". 
a. Quality of Produce 
b. Fresh and Nutritious vegetables 
c. Friendly and comfortable atmosphere 
d. Convenience of purchasing vegetables 
e. Good Price 
f. Variety of vegetables 
g. Good service 
h. Consistency of available products 
i. Consistencv of rates 
j . Supporting the cause of local fanners 
From the above (and if there are any other) what are the top 3 key attractions for 




9. Do you also \'isit Super Markets like Reliance Fresh, Heritage Fresh, More for 
You etc. for purchasing vegetables'.' 
10. If your answer to the previous question is yes, what is the frequency of such 
visits? 
a) Daily 
b) Wecl<ly atlcast once 
c) Fortnightly once 
d) Once every month 
11. If your answer to the previous question is no, what could be the reason behind 
the same? (Please list down at least J reasons) 
12. What according to you should be done to encourage more purchase of 
vegetables per consumers from Rythu Bazaars/ attract more consumers to Rythu 
Bazaars? 











Thank you for contributing to this survey on Rythu Bazaar. 1 sincerely appreciate your 
kind cooperation and support. Your responses will be extremely valuable for the 
successful completion of my dissertation (PhD Thesis) on "Supply Chain Model: A 
study of Rythu Bazaar (Andhra Pradesh)". The information provided by you will be 
treated confidentially and will be used solely for academic purposes. I once again 
express my heartfelt gratitude for your time and effort. 
Thank you. 
Subhendu Dey (Doctoral Candidate and Associate Dean, Globsyn Business Scliool, 
Kollcata) 
How many Rythu Bazaars have been set up in A.P.? 
2. How many of those are functional'.' 
3. How many of the functional bazaars are also profitable? 
4. How much revenues are earned annually from your Rythu Bazaar? What could 
be the profits, and how is this money utilized? 
5. Can a farmer opcn,:c from more than one Rythu Bazaar? 
6. Please specify the criterions (distance of his/her village from the bazaar, land 
that the farmer holds etc.) of giving memberships to farmers in a Rythu Bazaar? 
7. How do the farmers bring their produce from their village/farm? 
If there dedicatedclcsignated buses or trains provided to bring their produce to 
the Rythu Bazaar, then how many dedicated buses/trains have been provided for 
that purpose? (Please provide details of the frequency of the buses.) 
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9. How many raandals fall under the purview of your bazaar? 
10. Is there a restriction on the number of mandals falling under the purview of each 
bazaar? If so please specify. 
1. Do all member farmers have an allotted stall in the Rythu Bazaar? If not, how 
many fanners have allotted stalls'.' 
12. How many farniei's have been given membership (till date) in your Rythu 
Bazaar? 
13. How many farmers eurrently operate from your Rythu Bazaar? 
14. How does a farmer get his membership in a Rythu Bazaar? Please mention the 
procedure and also the criteria for getting a membership. 
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15. What kind of support facilities are provided to farmers operating from the 
Rythu Bazaars? Please provide details in terms of the following: 
1. Stall space (area) 
2. Power supi'ly 
3. Drinking water facility 
4. Bathroom and toilet facility 
5. Storage facility for produce 
6. Seed supply at subsidized rates 
7. Advisory services provided for all operational requirements of the 
farmers 
8. Supervisor} services provided for checking prices 
9. Supervisor} services provided for curbing malpractices in weighing 
10. Supervisory services provided to avoid entry of middlemen 
11. System of price fixation — 
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12. Technical know-how from the experts appointed by the bazaar (Please 
provide details of all such services) -
13. (Please specify any other that 1 may have missed out) • 
16. Are there middleii:.-n operating from your bazaar? 
17. If the answer to the previous question is yes, what steps are being initiated to 
check this issue'^  
18. How many custu.iicrs does the Rythu Bazaar cater to? Please specify the 
average numbers on week days and weekends. (Please give a sample of the 
records kept to fiiul tliat.) 
19. What are all the si.jjport that the Goxcrnment provides to the farmers operating 
from the Rythu Ba/,LiL\rs? 
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20. As per the official records how much on an average does a farmer earn every 
day? 
21. Is there an official data available on the increase in the monthly earnings of the 
farmers since operating from the Rythu Bazaars? If so, can you please share it? 
22. Do the farmers get a good rate for their produce at Rythu Bazaars? 
23. Do they get higher rates for their produce at Rythu Bazaar than the other 
markets? 
24. Do they get higher rates for their produce at Rythu Bazaar than the wholesale 
market? 
25. What is the price fixing mechanism followed at all Rythu Bazaars? 
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26. Is there any price fluctuation between the prices that farmers get in the morning 
to that they get in the evening for the same vegetable? If so, what according to 
you could be the reason behind that? 
27. How many of the operating farmers are iUiterate? How is the counseling done 
for these farmers? 
28. How much area of cultivable land do the farmers have? Please provide the 
average holding of farmers operating in your bazaar. 
29. Are there any records with your office on land mortgaging by the farmers of 
Rythu Bazaars? If so how many farmers operating from your bazaar have their 
lands mortgaged, and how many of them would have mortgaged their lands to 
private money lenders? 
30. What according to you has been the greatest benefit for the farmers in operating 
from the Rythu Bazaars? 
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